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Cie vik 
INTRODUCTION 


vem ved hovaves COase UUlard adooted Lhe Pilanning— 
meooramnming—-Budgeting System as the process for justification 
of its fiscal year 1968 budget request. The adopted system did 
Marea lLlhocave the cost of capital outlays to the programs and 
program elements that would benefit from the investment in 
facilities. Full implementation of the Planning-Programming- 
Budgeting System calls for such allocation. The problems and 
Gifficulties that will arise in allocating, the costs of capital 
Gucllays need consideration. If the problems can be overcome 
Peeeeout an expense gBpreater than the value of eliminating thei, 
eile Coast Guard should endeavor to allocate the cost of capital 
Outlays. The results of solving the problems and fully imple- 
menting the Planning-Programming-Budgeting System are also 
Mmoareny Of consideration. it is possible that the changes that 
fmwld be caused by the application of the solutions will be 
Mmeuna undesirable. If the final outcome of allocating capital 
Suclay costs appears detrimental, the adoption of only some 
moans 7.0m mod theauaom of the concepts, of capital outiay cost 
allocation may be more beneficial. 

The Planning-Programming-Budgpeting System has been used 
by the Department of Defense since 1961, and President Lyndon 
B. Johnson, on August 25, 1965, asked that it be implemented 
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Pirousnout the Executive Branch of the Federal sovernment.t 

Cimeance and instructions for the establishment of the Planning- 

Programming-—Budgetins System were published by the Bureau of 
emcee budget ~r Bulletin.No. 66-3.° -Pyo -sepments of -Bulletin 

No. 66-3 are of particular concern to this study. Both segments 

Substantiate the statement that the Planning-Programming- 

Peareting oystem requires tne allocation of the costs of 

femal Outlays to the programs that would benefit from the 

@epital outlays. 

Bulletin No. 66-3 stated in part that "... all 


eosts--including capital outlay, research and development, 


maintenance )--which are associated with a program element 
meee De assSicned to that program element."> Program Chenen es 
meemeagnsidered parts of programs and tnerefore allocation to 
programs appears to be a prerequisite of allocation to program 
elements. The second segment which indicates that capital 
outlay costs were to be assigned to programs was set forth in 


Meeiipbit ec of Bulletin No. 66a. Exhibit. 2 listed a propocen 


lu.s., Pees ident, "Statement by the President oe 
Memoers of the Cabinet and Heads of Agencies, August 25, 1965. 
Weekly Compilation of Presidential Documents, August 30, 1965. 


2uU.S., Execuuave Orifice of the President. Gctever, 12 
1965, p. 6. (Bulletin No. 66-3 was superseded by Bulletin No. 
68-2 on July 18, 1967. However, the concept of allocating 
capital outlay costs to programs was continued). 


grants and subsidies, and current costs of operations (including 
3tpid. 


l 
'Thid., Exhibit 2. 
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mederal epencies in the development of suitable program struc- 
tures. The seven titles for programs proposed for the Coast 
Guard were "Search and Rescue, Aids to Navigation, Law 
mee rcemeny, Military Readiness, Merchant Marine Safety, 
Meeanosrapny and Other Operations, and Supporting Services." 
It can be seen that no mention was made of capital outlays as 
meets, Of the program structure. 

tio COastealardeadonuved the proposed Structure o, arme 
1968 budget justification process with one substantial change. 
An eighth program, Capital Outlays, Was added. The addition 
memote Capital Outlays is therefore in conflict with the 
instructions issued in Bureau of the Budget Bulletin No. 66-3. 
The following paragraphs will identify the program titles 
actually adopted and the activities encompassed by the Coast 


Guard's definition of each program title.¢ 


Changes in the 
wording of program titles were made but the close similarities 


Boechne proposed structure is apparent. 


search and Rescue 
This program was concerned with locating and giving 


Seetstance to persons and property in immediate or potential 


pi cE ne snb ne 


ese iveesiey Deparomene., Recommended Brovran for 
pooisvance to Maritime Coume ree get ~1968- -FY 1972 To 72 ane 1d Recommended 
Program for Military Support for National Defense Purposes, — 


FY 1968-1972. (Both documents are undated, available from 
Coast Guard files and are referred to as 1968 Program tlemoranda). 





3 
Peeeram suructure for the Coast Guard as an example to guide 





ee el 





q 
distress within the maritime search and rescue region of the 
ivy ced ocvates. it required the major allocation of Coast Guard 
faeeources . Peet S anes Wate rendered oY Virvua lily any Coast 
GUerd facility available regardless of the stated primary 


meroose Of that facility. 


Aids to Navigation 

This program was to enhance the safety of maritime 
moe rce Orr cOasStal and inland waters and the high seas. It 
mont rovideda long range, precise navigational information on 
peo lonal basis to meet the needs of the Department of Defense. 
Whe facilities established, maintained and operated to accom- 
olbaissal ae purposes of the Aids to Navigation program included 
meee teuses, Loran stations, lightships, and vessels to provide 
logistical support and to serve as platforms lor Yradivewanda 
radar aids to navigation. Aircraft were used for logistical 
Support and determination of the accuracy of some aids to 
Navigation. Unattended systems, lights and other markers as 


well as buoys, were also used. 


Becenography, Meteorology, 


a ee ee ee 


This program's purpose was to gather oceanographic 
and meteorological data regarding the North Atlantic, North 
aromienenenrclic and Antarctic Circumpolar Oceans in Support of 
WTeoracsteGguard and inveragcency programs. Secondly, this program 
was to enhance the safety of commerce through iceberg-infested 


feito of tne North Atlantic and insure safe passage of vessels 





> 
fememoeoeses Ai the Arctic and Antarctic. Facilities used 
Dees DroOsram ancluded icebreakers and other major vessels, 


fegeerarty, and Support facilities ashore. 


Merchant Marine Safety 

This program was to enhance the safety of property 
mpoelives on vessels suopject to the Shipping laws of the United 
Me imeomoyeoStaolishing satety standards for the construction. 
Mannins, and operation of those vessels. Safety standards 
mere en:orced by inspection, testing, examination, and licens= 
Pomeoemvessels and personnel and the investigation of eacerdemuces 
mee use of Coast Guard facilities in pursuit of this program 


was limited to office space ashore. 


Peer. Facilities and Services 

mom croOrrame orev ded 10r the command anaycontrolmo. 
WMiemoce@as lu cuard and the training of personnel, and support wich 
funds, supplies, contracts, repairs, and construction of all 
Meerabional facilities and requirements. Facilities used by 
Mmebmorcoryran ineluded Headquarters and District Stai teoriice 
mmeaces, repair and supply facilities, a shipyard, training 
moummers. tone Coast Guard Academy, and .some vessels such 4s 
me cadet training ship PAGE. | 
PetOrcement of Marine Laws 
and Resuiations 

Ui Orr an Was COReCerned Weth a oOread SUCCErIT oF 
iPwecni@rcemen: Guvies. Ineluded “sre the activities oO: port 


security which endeavored to provide security from deliberate 
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Or accidental damage to port facilities and vessels in port, 
ama the regulation of recreational motor boats to reduce losses 


meon boating accidents. 


— oe ney 


Piso ianeluded were activities to ereetccr ha Guia: 
resources and national interests on the seas and waters subject 
memcne jurisdiction of the United states. This segment of the 
meogram dealt witn laws regarding water pollution, conservation 
mayo, and international treaties concerning fish and other 
water animals. 

Cooper acion Witeaeotner government agencies in various 
fv -entOrcement aACbIiVItIeS was alSo included in this program, 

Vimcuativeatte Coast .Guara faciijities | functl one daw. ood 


See or more segments of this program. 


Mieitvary Training and Operations 

"The purpose of “the prorram was to insure™the Coast 
Meera 's readiness to operatc, and to operate as a specialized 
Mmorce of the Navy in time of war or national emergency. Again, 
Me oually ali facilities functioned within this vorogram. 
Activities included training exercises similar to those 
required for Navy vessels, wartime search and rescue exercises, 
emiall arms marksmanship training;, and participation in the 


waet Nam war by vessels and aids to navigation facilities. 


Capital Outlays 
MaecwotiaeOsce Of (GNIS program was to provide whe tac.) 


mt_eeeceCscany GO Carry Out the other programs. it is the 





{ 

Sapicval outlay costs for facilities which, under the Planning-— 
Progpramming-Budgeting System as defined a Diveeail OL) tne 
Meet. should beve oeen allocated to the other programs. 

With the foregoing discussion of the Coast Guard's 
Preorranm Structure as a basis, this study will examine as tne 
eentral research question the problems associated with the 
Memoceation Of Coast Guard capital outlay costs to programs. 
Meerner allocation of capital outlay costs to program elements 
would encounter many of the same probdlems on a narrower scale; 
mreretore this study will not examine directly the problems of 
eeeocaetion to program elements. 

tite wetudy will=review the historical development wand 
meme the existing organizational structure of the Coast 
Guard to give some insight into the eharacter and Concepyenos 
@eeeavton and administration that bear upon the probiems. The 
Seay will also review the objectives, vlans and budgeting 
process which were used for the fiscal year 1968 by the Coast 
Guard. mpome of the problems revealed in the literature about 
the Planning—-Programming-Budgeting System will be cited and 
the impact of those problems as they apply to the allocation 
Gmmeapital outlay costs to Coast Guard programs will] be 
dieussed. | 

Wie MorolDlenis wold! LOCavLIng capltal outlay Costs eco 
programs are OF EMpOrtenece Darliy because the requiremecnvse or 
Cap GaieouLl ays ‘Cosmodernize and augment existing Coast Guard 
facilities are large and growing.. The fiscal year 1960 Coast 


Guard appropriation, Acquisition Construction and Improvement, 
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merecoolval outlays was $20 million. For fiscal year 1968 the 
Coast Guard reauested an appropriation of $103.2 million and 
forecasted an annual requirement for $197.5 million in RC IEe 
Wears vO carry out existing plans. 1 | 

Wimoloiseiacmreceryed Treasury Departmen approval 
mcmined been developed at the diréction of the Treasury and 
Post Office Subcommittee of the House of Representatives 
Sammi ttee on Appropriations .¢ 

The rapid increase in the amounts necessary for canital 
Smerays Was caused, in part, by the Coast Guard's long standing 
Mmeed'G1om to practice thrift, "to patch and repatch, to caulk 
and recaulk, to produce the empty paint pail before a new one. 
could be issued." | 

The planned capital outlays included the acquisition 
of the following as shown in Table 1. 

Coast Guard facilities were composed of a wide variety 
Poe CcLures, vessels and aircraft located obaiersheniel yO aliqi won. 


meeced staves but also found at many locations around the 


@lobe. 


IL a 

interview with Lieutenant Commander Ira E. Thompson, 
meeo, Program Analysis Division, USCG Headquarters, 
wanuary 15, 19638. 


2 
lee Omeress., Ouse, Subcom ULee Of the scomr ceed 


Cie proprrations, Hearings, i eee a of Transportation 


ea aera 


Appropriations for WoGo. COth cone alot eos loa |e 
ee 0. 





3Howard Vee Oo leOGmeieldiy ine Compace History O01 tne | 
United States Coast Guard (New York: Hawthorn Books, Inc., 1966), 
on, 0% 
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TABLE 1% 


SUMMARY OF PLANNED COAST GUARD CAPITAL OUTLAYS 
FOR PERICD BEGINNING 1 JULY 1967 


A PE AE I rt EE A EE 8s SAAD Sl el A IE I Es ET A A TT TT Se A ES TT a a IY A AT, Ra oh ala A TC I TS GSD 
re rt re pe EE i SS A a TE A Ee oR Te SRE ea anal GP pment heey eens ee ee ee ee 





To Be Total When 
Type of Unit Added Plan Aecenp brswca 
Multipurvose shore units 88 255 
Aids to navigation units 14 210 
Semmand and control units 0 34 
Repair and supply units 2 De 
mearmming and recruiting units a T2 
Merchant marine safety units 2 DS 
Major cutters (210 feet and over) 39 72 
Speer cutters (65 to 210 feet) iin OWES 
Poa craft 50 184 
Pytation Units 2 oy 


ee ee ee ee eee ee eee ee ee eee 


ay So, JPeasury Wepartment, Coast Guard, Curter Ea 


on 8 eee ee ee eee 


United States 3 Coast. GWard, EY W960 then 1974 and Summarized 
Shore Units Plan, United s States Coast Guard Ivy W96c— LEN and 


A ms SIL IO le a A EE ce Te GE 


Aviation Issue Paper, September 1967, United States Coast 
Guard. 











The central research question is significant from two 
merpOints. lor the Coast Guard, significance lies in the 
recognition of the problems of capital outlay cost allocation 
Pemmot being unique to it and in the need to consider those 
problems and some of the possible results of solving them. 
mee Second viewpoint is that of other aPeENnCieS Whtlermatc 
meqguirea to use the Planning-Programming—Budge ting yo Gell 
Since the problems are not unique to the Coast Guard, other 


agencies may encounter them in varying degrees of difficulty. 


RE EINER rN 








10 
meCOpnitlon or i1dencvification of a problem is often 
mie rirst step in problem solving. This study will attempt 
to develop some See ef Une probilensto! al vocavince 
meme o. COast Guard capital outlays to programs. The problems 
Mmemrov necessarily new, but the approacn may be different and 


useful. 





CHAPTER II 


Peover rigr: OF itis COAST GUARD 


in Chie imac meduction the activities. of the, Coast .Guard 
were shown in their relationship to the fiscal year 1968 
meer ctatestrichummec. JIhis ehapter will examine the historical 


Gevelopment of the Service and give the reader a better under- 


standing of what the Coast Guard is and does. An understanding 


of the development of the Coast Guard may make more apparent 
Diemer) 1Tetlties. “and Laeir degrec, that will be encountered 
memealieecaling the costs of capital outhays to programs. it 
wiii-ebe seen that the development has been, in some instances, 
imeckKing in the rationality often associated with the Planning— 


Programming—Budgeting System. 


Early Development 

The United States Coast Guard traces its history back 
to August 4, 1790. On that date the Revenue Cutter Service 
Mmeeoscvaviished by Act OF Congress. Une Congress had vassed 
Saipping Tariffs to raise the’ funds necessary to carry ouTv Une 
activities of the Federal Government and tOepay=o. Terie 
mewoniateGecoL vnate mad been incurred incident to "Une creation 
of the new nation. 


Plo watier i iiamMt UUOn.~ ds secerevary Ot thes reacirey was 


ay 
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mieoa wiv wune proolem om “collecting the shipping tariffs. It 
feed Gitftrcult problem not Solved by the establishment of 
eustoms offices ashore. The populace had just undergone a 
war Stimulated by abhorrence of tariffs and other taxes. The 
meee rience gained in patriovic wartime smuggling could not 
@iorty oe Lara aside. The Jong shoreline with many isolated 
mamdine polnvs made the risks oF smupeling small. 

iMfem ie venue Cllt@eer OCPrViICe » dS Gmepare Ol Ulle Lreacmay., 
Mieeeacaolishned CO aSSiISt in tlre enforcement of custom Ives. 
fowrelcon was authorized to construct and equip ten cutters ac 
a total cost of not more than $10,000. The $10,000 was to be 
paid out of custom revenues. 

The cost of the cutters exceeded the $10,000. It can 


be seen that budget overruns are not peculiar to our time. 


ivemeapvalns, because of tradition and their personal int fluences 


were able to cause improvements tso be made during, construction 
of their ships. The MASSACHUSETTS' cost exceeded $2,000 in 
Woseown right. 

ise chips were small w= MASsrCciUShIts, thew rartearrcaia 
Dest, Was about 50 feet in length and displaced /O tons.” ihe 
mmecers, Lhnougch small and costly, soon vaid for themselves and 
ieee, they forced vessels to report all cargoes. to, thes lusrons 
Sifiiece and pay the tariffs.? By 1794 ninety-two per cent of 
ene srederal income was coming through the collector of customs. 


By 1796 the foreign debt had been paid. 


Se 


ae NSS OD 5. (Cu Camere |) mmm. 








rs 
Memilton felt the offices of the Rewenme Cutter 
Service "should be commissioned as officers of the Navy" and 


femarecued when urging the creation of the service.? 


Congress 
Gid not see things the same way, possibly becauSe there was no 
Navy at that time. The officers of the Revenue Cutter Service 
meerme; Ore were deemed officers. of the customs. 
tmewannerent@value of the armed shipst@as wa navy was 
mem overlooked by Congress. In-an Act approved July I, 1797, 
Mae President authorized tne use of Revenue Cutter Service 
vessels to "defend the sea coast and repel hostitlity to vessels 
ana commerce within their jurisdiction. "© 
The Navy Department was created May 1, 1798. On 
October 1, 1798, seven Revenue Cutter Service vessels were 
Pmereca Under control of the Secretary of the Navy. On March 
aero. tie Congress authorized transfer of control of the 
entire Service to the Secretary of the Navy in time of War. 3 
The establishment of two precedents that have 
consistently affected the Service were set. The first was 
Mee ene Service would be transferred to the™control of the 


eevee in bime of war or national emergency. The second, and 


Meee Obvious precedent was the assignmienteof additional 


re ee cee tem 


lQuoted in Uosm, Congress, House , Nconony ang bit meremes 
iemvie cOvernmentbmeerviee, Message of the President of the 


eee i oe 




















United States (Taft) Transmitting Reports of the Commission on 
Economy _ and Efficiency (Chairman: F, A. Cleveland) 62D Cong., 


2a Sess., 1912, Doc. No. 670, p. 286. Hereinafter referred 
vO as Cleveland Coimassion. 


oThade 





Stephen H. Evans, The United a t Guard 1790 


oS (Anneeotme sine lec Navalloinemrtute, 1959), p. 15. — a 








14 
fespomslbilities without an increase in facilities. The 
multifunctional nature of service facilities could be seen in 
the first decade bf its existence. Functions were added 
Bemeauoc they could be performed economically with the existing 


_~reroles., Congress did not appear to consider important” 


hierarchy or the purpose of the Service. The development of 
Mme service by adding functions will be traced througnout its 
moc Ory. 

m thyra precedent, not unlike time "Second, was “seu vy 
Hamilton. The tradition of economy and efifi@mency was 
movilied by the first Secretary of the Treasury in his direc-—. 
fon to the Cutter Captains. Hamilton wrote: "I shall hope 
mor the strictest economy .. . the establishment {of the 
Service] not being entirely agreeable even to members of 
meer ess, Loeewill require uncommon care it not be rencereaq™i1ere 


v He further 


me oervice's location in the government organizational 
objectionable by any unnecessary expense." 
directed that the Revenue Cutters gather information about the 
mesos, inlets, bays, and rivers in the interest of aiding 
mavigation. 
mie Neverue Cucler service, mow ctne Coasv cualad, mac 

Peacinued to augment the Navy at the direction of the President. 
ies oervice has participated in the following conilicts: 


Quasi-French War, War of 1812, Seminole War, Paraguyan 


Papedivren, Civil War, War with Spain,y World War 1, Worid War 








—_— 


we ae 





is 
ieee ocean War, and the Viet Nam War. Participation by the 
Coast Guard in the Korean War consisted primarily of providing 
Mavieation aids for aircraft, Search and Rescue, and Port 
Peery unctionsS sin U.S. ports... In all other, conflicts. 
including the case of Viet Nam, the Service participated more 
eePpect ly. 

In 1799 the Revenue Cutter Service was assigned the 
eavy Of enforcing quarantine law on vessels visitang the 
Moaatead States. It was not the Service alone that was assigned 
mme task, but all custom officers and military officers of 
eae U.S. were included in the operation. It was a logical 
asSignment of duties since custom officers were already board- 
ane vessels as they entered settee 

Beginning in 1800 the Revenue Cutter Servisee vessel. 
mee Usecdeto preventathe use of U.5.. vessels, or the employment 
Oe U.,o. citizens in the slave trade between one foreign country 
and another. In 1807 the suppression of slave trade duties 
mere Expanded to prevent the importation of Negro slaves 
mimoeLne United States. 

In 1819 the President was authorized to employ any 
memed vessel of the U.S. in the SUpDDreSS.OnN Of Pirecy Vaenc Venue 
Puiver Service as well as Navy vessels were used. 

The declining oak reserves on public lands were in 
need of protection to insure an adequate supply of oak for 


Piero vaamm ob Uso. vessels. In connection with its customs 
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Giemes, the Service, in 1822, was assigned the duty of 
Meovecting the public timber weserves., 

immos meme ucdutieseot giving assistan@e to ee 
@asitness Was laid upon the Revenue Cutter Service by executive 
mmeer of the President. Prior to that time the Revenmvies Cutter 
Service had no more responsibility for giving aid to distressed 
Messels than any other vessel traversing the sea. The Executive 
order required Service vessels to cruise the coasts in season 
of severe weather and be prepared to render aid to mariners 
iwOistress. 

In 1862 the Service, along with the other vessels of 
Mmiiemimi ted States, were charged with the enforcement of the 
daws against immirration of oriental "coolies" into the 
PMicved otates. 

Tne Gevelopment and history of Alaska is replete with 
the activities of the Revenue Cutter Service and in more 
recent years the Coast Guard. The Revenue Cutter LINCOLN was 
momomoo filaska upon ratification of the purchase treat yews th 
festa. The first agent of the U.S. government in Alaska 
was Lieutenant George W. Moore, USR-M.2 Revenue.~CUuU Ler 
memeehee vessels explored and charted the coastline of the new 
werricvory and reported of the vast amounts of fish and fur 
Mearing animals gan the sea andygalong the coast. 


ACiavitres sin Alaska continued to wrow an sco0e yamey 


ih * e ’ 
The name Revenue-Marine had been assumed by the 
eervice, but never officially sanctioned by Congress. 


ee 








Ie 
an Act, July 27, 1868, Congress designated the Secretary of 
fmromireasury to enforce the law to protect seal fisheries and 


other hunting grounds in Alaska, and on the same date, a 


Smear duty, to prevent illegal traffic in firearms, ammunition 


and spirits in that territory. Once again the Service was 
Biven conservation duties and responsibility to prevent 
smugeling. 

ine Umea tarianemayure OL SOME O01 the functions oo: 
mao oervice can be seen in two acts, the first the relief of 
meerving whalers who were ice-bound in the Arctic; the Second, 
me creation of the Life-Saving Service Unrough the efter. 
of the head of the Revenue Cutter Service in the 1870's, 
Meee oe) tL. Kimball. 

The expedition to bring aid to the 273 men of the 
8-vessel whaling fleet ice-bound off Point Barrow is one 
meme ne more Unusual stories in the history of the Service. 
The whalers would die of starvation if food could not be sent 
mo vnem before the ice break-up expected late in the summer 
of 1898. The Revenue Cutter BEAR sailed to the edge Om Tae 
mee pack, some 1500 frozen miles from the stranded whalers. 
feeesocuc paortyeor three debarked to make the merey Uraier 

LieCwLOSCMGe Rew leDmoowem.ot transporting sur cl one nOoG 
to feed the 273 men until the ice break-up was solved in 
Hicm1 Ollovwimae manner. “As the party vroceeded Morthward they 


bought reindeer from the eskimos and drove the reindeer before 





she ime 

them.- The trials and tribulations of the three men are a 
eeory beyond the scope of this paper. They were successful 
piGmecacwed the first of the strandedewhaling fleet ‘on 
March 26, 1898 with Se reindeer; a number sufficient to feed 
the whalers until the end of the freeze-up in August. 

Less dramatic, but more significant in terms of numbers 
@®. Lives saved, was the establishment of the United States life 
Saving service in 1870. Prior to 1870 life saving assistance 


meom shore depended upon volunteers. Congress had furnished 


Mids £Or equipment and facilities to be used by the volunteers. 
Miemoome Was no central federal direction of. thetrpeacti17 aero 
Siew ureveland Commission on Economy and Efficiency ereditea 
sumner I. Kimball, head of the Revenue Cutter Service, with 
mae Creavion and development of the Life Saving Service.* 
mimball in turn gives credit to the Revenue Cutter Service in 
a report dated March 25, 1911, 

meet hc Most available instrumentvalities sag 

beginning this work were the Revenue Ilarine 

lsic Cutter Service] officers under my direction 

neem thn thetr Sid ind the judicious expenditures 


miamesooropriation of 200,000 . . Ve was aac 
to bring about improved efficiency. .. .3 


lReindeer nad been transported to Alaska during the 
Mec0's by Revenue Cutters in ‘cooperation with the Federal 
meent for education, Dr. Sheldon Jackson; Dr. Jackson had 
feared that the Eski#mos would die as their primary food sources, 
Whales, walrus, and caribou, were killed off by white men. 


—_ ee. 
U.S., Congress, House, Economy and Efficiency in 
the Government Service, p. 86. 


Wontar 





Jeg, 

Mevemde "ole ver oecrvice officers continued to assist 
piemoeeve l@pment sor the Life Saving Service in the capaciures 
er  Superinvtendenvs of Comer ruculen alGdelfispecu Ors The nisi 
paving Service was not a part of the Revenue Cutter Service. 
Each operated as a separate, distinct service under the 
pecretary of the Treasury until 1915. 

iiiesservice acquired additional duties iIn-the law 
enforcement field: in 1885 to protect fisheries, in 1898 to 
supervise the anchorage, in 1896 to regulate and police regat- 
tas and marine parades, in 1902 to protect game in Alaska, 
in 1910 to enforce the -laws awe tO MOtGnm DOsl sami ae 
Poamvice took upon itself the enforcement of navigation laws 
and other lavis governing merchant vessels, the suppression 
Siamutinies on merchant vessels and the protection of wrecked 
Broperty. 

In 1906 the Congress authorized the Secretary of the 
Treasury to construct a vessel for the removal of derelicts 
and other floating dangers to navigation and to operate that 
mecsel as part of the Service. | 

iMboscueli CY sandedbilitvyeto reacteceuchangzing naligial 
interests has been a Coast Guard hallmark throughout its 
Mmicstormyes. The sinking ofeathe TITANIC in 1912 after collision 
with an iceberg and the resulting loss of 1,517 persons raised 
understandable waves of shock throughout the world. President 
NeagieiOo. action FCO locate icebergs and warn shipping. ine 
eee WaS “Gtrected to set uv a patrol ot the icebergs area, 


and two scout cruisers were assigned. The Navy, before the 
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hooinemee of Gane next season, reported "it did not have ships 
Suitable tom tbhempatrol work," 
reo DeCre naga: tne lreasuryeV/ibliam GeehicAdoo, 

i VigteOtmeme Expressed inability of the Navy 

Veo ewemeteeee, Per. orm Such Service this season, 

ColomeeamOclLag.Onabe lixevesmiihat themUnited States 

heyommemCutlter Serviee, bo whichmwour shipping 

Picetmavcmaremmnroer preat obligations for efticient 

aid av wall timesmand for invelwable services 

Pender s Wwemitecguioped as repards ships and 

personnel to maintain such patrol.¢ 
ime oervie@e did previde tiae patrol craft in 1913 and has 
continued the patrol under international agreement, except 
Beinn yedms Of war with Germany. No vessels have been Sunk 
memercevcrossin the patrol area since the inception of the 
patrol. One ship was sunk in 1943 while the patrol was 
mmopended, and a second sunk in 1959 outside of the patrol 


are Av 


The Service had been frowing in size as well as in 


duties. Alexander Hamilton's fleet of 10 wooden sailing slooos 


had been replaced many times over and in 1910 the fleet 
numbered 26 cruising cutters, 18 harbor vessels and launches, 
macewa school ship. Tae fleet was supported by a snore®estap— 


imesnment of administrative offices, a school of instruction, 


warehouses, a depot, inspectors, and supervisors of anchorages. 


The Secretary of the Treasury reported the accomplishments of 


eeileonficia. om Rewer a 1/0) med ielio ys 


ae York Maritime Exchange letter. As quoted in 
Ditgemiieid, op. cit., p. 114. 


The shipping industry appealed 





Lives saved (actually rescued) from 


drowning as 
Persons on board vessels assisted me, 601 
Persons in Gistress Balsen on board 

and cared for 365 
Vessels assisted 156 
Vessels boarded and papers examined 18,799 
Pease ls Sse1200 Of recorvced [Or Violgu1on 

of athe has 647 
Pines and penalties incurred by 

vessels reoorted S16 0m E69 
Value of vessels assisted and 

their cargoes oO, 247585 
eremiers and OOStTruUCcLiOnN to 

navigation removed or destroyed 28 


21 
the Service during 1910 as follows. 
At a net expense of $2,563,000 the service had directly 

Sree vessels and cargoes valued at nearly five times ics 
expenses. It had actually Saved 25 lives from being drowned. | 
Additionally it had enforced the various laws earlier cited | 
ana maintained itself in a state of military readiness tnrough 
“Naval drilis and target practice with rapid fire guns and 


Ne The Service was growing and was more than paying 


smoatil arms . 
io OWN Way by saving ships and cargoes. 

Ie spite of the above record the Cleveland Comission 
meconmende d that the Revenue Cutter Service be abolished. The 
SwonlaNe paragraph Gf the section of the Report of tne 


Meetssion On Lconomy and Efficiency dealing with tne Revenue 


Cutter Service read as follows: 


eae Conmre ss amlouse. sEconomy nd bit i.c1. ene wae 
the Government Service, p. 368. 
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wre COmluss. Om Of Economy and Btiicieney has 
the honor to submit the following report in reference 
Dome@me me wenue—-CUucvcer oervice of the Department of 
Tomes ry lis recommendation inwrespect to this 
Setverce 15 clay LF De abolished and that the duties 
Men Beane sper ,orned by it be distributed among other 
existing orfanizations of the g@overnment.! 

The Cleveland Commission had reviewed the Service's 
M_terecomenad tunctrons. A basic’ premise of the Commission was 
@eae rederal agencies Should be unifunctional. The Service, 
memerive Mistory has pointed out’; was muitLftnctional in nature. 
meee CONMESSLON dervermined that the Navy could more economically 
meer orm vie Navy responsibilities, the clStom officers could 
mere economically perform the customs duties, the Lighthouse 
and Lifesaving Services could more economically perform their 
duties. 

The responses from the Service and from the agencies 
tnat would be assuming the various functions performed by the 
pervice were negative. Ellsworth P. Bertholf, Captain 
Commandant of the Revenue Cutter Service, pointed out that the 
Cleveland Commission recommendation " . . . would necessitate 
a far greater number of vessels in the several services 
memgderesult in] confusion ... . lack of coordination,. . 


1 


eeetencacton of equipment and administration . . . inefficiency. 


The Secretary of the Navy stated that the Navy could not assume 
meer duties of offshore distress work or derelict destruction 
miecne mormal performance of its duties. "All duties woicn 


interfere with the training of the Navy's personnel for war 


a ee ee 
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are irregular and in a degree detrimental to the efficiency 
of the fleet. 

Puotecesvmbpatiy for a counter plan and the negative 
reactions of the agencies involved permitted the Revenue 
emeemer service to survive the Clevelan@d Commission Report, 
eeeemulcvcatunctionalawsm continued to be a trait of the Service. 
Purther, the Commission's report gave impetus to the consolida- 
tion of the Life Saving Service and Revenue Cutter Service. 
meroourvcal to the Commission's Report the Secretary of the 
Treasury alluded to the consolidation plan... "And everybody 
wno has studied it in the Treasury Department within my time 


is convinced that tne Revenue Cutter Service should have more 


pereer ron with the™hLife™Savine Service; rathe™ tharmless 
ne 


A New Name and New Duties 
Om 2s January, 1915, thesPresident signedganvo 14, 


Mmenet to create the Coast Guard" which combined the Life 


* 
cm me mm mmm em cmt a 


Savine service and the Revenue Cutter Service. 

smocequent to 1915 the Coast Guarad"’s duties aria 
Pesponsibilities have continued to expand. The initial »remise 
Se Lie puroose of the Service--enforcement of revenue laws-- 
mao fallen into the background. The history has shown the 


e 


maose concepts are: “the Coast Guard personnel and facilivies 


+ ° . « a! 2 5] 
concepts whicn have provided the framework for development. 
are adaptable to many duties, the Coast Guard is a military 





Mibid., p. 381. bie p. 262. 





ee 





ou 
service performing marine safety and law enforcement duties 
eering peace Cime and® addieWonal dies aS a padrtWer the™Navy 
ie time of war. 

subsequent to 1915 the Coast Guard continwed to add 
functions by absorbing other Federal agencies and in response 
mornew needs and changing technologies. 

MeOitoeLtionabesansin January yy 1920m Siheecoastaeuard, 
es weil as many other Federal agencies, was caught by surprise 
waen great influx of’ illegal liquor traffic occurred. It was 
meeeuUncvil the summer of 1921 that action was taken to interdict 
the smuggelinese. Cutters were used to patrol along Rum Rowt 
memeuoeceep the liquor™ships under surveillance. “Although tne 
Gieeoers Were slow, they were able tomeapture many rum runirer 
@elivyery boats. The Coast Guard was not flexible enough to 
@Comoet the preat surge of smuggling, both in liquor andwlater 
mmm@ercoules, with its 1921 fleet and facilities. Conseauently 
mene cowmemeteters between 75 and 250 feet in lengtie, and 100 
eharey—-six foot picket boats were built, and 25 Navy destroyers 
were added to the Coast Guard fleet to combat smuggling 
between 1924 and 1931.¢ Additionally, captured delivery boats 
were pressed into service. | 

Hineesize of the Coast Guerd was rapidly reduced 1n 
mO54 with the end of Prohibition in sight. The Navy Gestroyers 

Rum Rom consisted of foreign fias vessels lying ait 
mae coast in international waters and therefore beyond Coast 


ewero jurisdiction. Delivery boats would commute between 
Rom Row and the U.Srweoast carrying the liquor. 


“Walter Gyrcapron, The U.s. Coast Guard qiew York. 
Franklin Watts, Inc., 1965), p. 104. 
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25 
were decommissioned, temporary commissioned officers were 


Bewcascdagand enlisted nermsonnel diecharged fomabhe eonveme 


mence of the government. Not lost was the experience of having 


mac vO Prevent larse scale smuggling. .Thateexpemience was 
beneficial to the Coast Guard when called upon to provide 
matverdiction patrols ageinst saboteurs and submarines during 
World War II and now against arms smuggling in Viet Nam. 
tiemlorical next step to consolidation oF thembife 
Saving Service and the Revenue Cutter Service was the 
amalgamation of the Lighthouse Service witn the Coast Guard. 

The Lighthouse Service had been under the jurisdiction 
Oiethe Treasury Department from 1789 until 1903, when it was 
transferred to the Department of Commerce. The Lighthouse 
pervice used especially designed vessels tO Provide Worusere 
miomorewuear 1tS mapy aids to navigation. Of Genmwihe vessels 
would traverse the same track lines used by the Coast Guard 
Patrol vessels. Thus the amalgamation, in 1939, permitted 
Meeonce li idation of functions; i.e., logistic mMeeds of tne 
ibehthouse Service and patrol functions of the Coast Guard 
Could be met simultaneously; or, more frequently, when the 
wessel was not engaged in search and rescue it was available 
mor logistics. 

The Coast Guand hadwheen aided in the Dem iormaae sor 
mos duty to provide aid to maminers by the Lighthouse Service 
personnel on numerous occasions. The most graphic example of 
assistance was the rescue of survivors of merchant ships sunk 


moechne area of NANTUCKET Lightship during World War I. AS 
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26 
many aS 115 shipwrecked men were taken on board at one time.? 
ree Coast Guard, in 1942 senex tecensed idatecdmwi thmehe 
bare au Of Marine Inspection and Navigation. The Bureau of 
Werine Inspection and Navigation performed the ftinctions of 
maopecting vessels and equipment and that of licensing 
personnel. 
Durane the course of World Ware , theyCoast ue 
had participated in the development and establishment of 
electronic long range aids to navigation (LORAN) for the use 
Gereaircraft and vessels. The LORAN system required stations 
tamany partseof theevworld to suppert military efforts. In | 
1948, the Coast Guard was authorized by Congress to continue 
and to expand the LORAN system in order to meet the needs of 
feerwonal defense and the needs of commerce. 
In 1950, the Coast Guard was granted broad powers for | 
“safeguarding ports, harbors, vessels and waterfront facilities 
fienin the jurisdiction of the United States. This function, 
merch is encompassed by the broad term Port Security, Wequires 
mieital anvestments for Shore stations, vehicles; and patrol 
Prat. 
In 1962 Congress direcsced the Coast Guard to participate 
ie oceanographic research. Prier to the»sdevelopment of 
national interest in oceanography, per se, the Coast Guara 
had been involved in related duties of ice patrol and haa 


gathered oceanographic data for other federal agencies. The 


ee) 
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early Coast Guardsendeavors, with the exceptionmet the 
International Ice Patrol, in oceanography were accomplished 
as a subsidiary duty. Data was gathered as time was available | 
in connection with routine operations. Since 1962, oceanography 
iS pursued as a primary duty with a growing investment in 
eaoital assets. 

On 1 April 1967, the Coast Guard ceased to be an agency 
under the Treasury Department and was transferred to the new 


Department of Transportation. Coincident to the creation of 


mae Department of Transportation, the» Coast Guard was given 
monetions that formerly had been assigned to the Bureau of 
Customs ’ (Admeasurement and documentation of vessels, a port 
eeurity function); functions from the Corps of Engineers 
(establishment of anchorages, enforcement of the Oi] Pollution 
Aet of 1961, regulation of navigation); and administration 
meeche Great Lakes Pilotage Act of 1960. 

Phe citations of history#=have infpfied but not@eiven 
Proper emphasis to the Coast Guard's characteristic nature 
of cooperation with other Federal agencies. Senator kennedy's 
Suggestion at the hearings regarding the Coast Guard's transfer 
to the Department of Transportation from the Treasury pare 
ment is indicative of that cooperation and Congressional 
recognition of its value. He asked, "Will the Coast Guard's 
Mmlexibility in dealing with other Federal agencies, like Navy 
and Customs Bureau, be impaired by being transferred to a 


Department of Transportation?" 


CED ee ee Se A ee eee 


mus .. 5 Congress, Senate, Committee on Government 
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“ne G@operathon with sother ageme@des, Federal, state, 
Hoce bb, and , occasionally, foreign agencies, 1S “exenolift ited 
Poecic Tebow Summary. Although this “cooperation is ee 
Per ous than that with customs. and Navy activities, it is, in 
mie tagerezate, significant. 

tae @es > GUard provides air Ura@asportavion for the 
Aleohol Tax Unit of the Internal Revenue Service in the search 
7Ootestal1s sroducing illegal liquor. C@ast Guard vehicles are 
i@aned to the Post Office Department durdnge the Christmas mugen 
EemewcOdst GUam@munitaws are used tesecarryethe U.S.aflail fo 
msOlated locations where other means are not available. Trans-— 
Mert ation as furnished to United States Marshalls and other 
imecmhorcement officers in the pursuit of their duties: 
Transpertetion has als@ebeen furnished moutinely fom doctors 
Plcmmeccyue parlies to disaster scenes both in the United 
Spaves. and in foreign lands. Injured persons from disaster 
and accident scenes are furnished transrortation anc en-route 
Mecwecal attention. 

An unusual use of Coast Guard faeilities was the 
menatorimge of the progress of a bank robwer who had used a 
Stolen plane to make his escane attempt. The Dark QOD Ci. = s 
Mmaeht was tracked from Sitka to Ketchikem, Alaska, and ne 
was apprehended shortly after landing. ‘rersonnel at Coast 


Guard units along his flight route had kept him under nearly 


ho 


Operations, Hearings on 83010 Establishment of a Denartment 
of Transportation, 89th Congress, ed Session, 1966, p. 264. 
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aS 
Sonvimwews observation and radioed reports of his progress 
meune Alvesxa= state Police. 

The Coast Guard has participated in the re-entry and 
Mmeeovery Operations of the Space Flight program and has also 
@ssisted in the training of astronauts for recovery from the 
awe rT . 

irewextorence of Coast Guard fire LVeEntine equipment 
near some small towns has made unnecessary the purchase of 


such equipment by local governments or other federal agencies. 


titemeoast GWandmcooperatves , as do™all Méderei acencies, 


by Particivating in the Equal Employment Opportunity Program, 
wcweroD Corps* program, and other Great Socrety programs.» Tne 
mecivities of some Cone Cleves personne] “atmoversedsmovactOns 
fee Decrme similarwvo the activities of Peace Cor®s personnel. 
They have taught school and otherwise helped to improve the 
welfare of the indigenous populations. 
The emphasis of the Coast Guard activities has shifted 

to meet changes in national interest. The development of a 
capability to suvvort marine science research (oceanography ) 
and a heavy emphasis on the prevention of oil pollution after 
Mme 2ORREY CANYON incident that raised great public and Con- 


fcescional concern are two examples.1 Additional emphesis on 


the prevention of pollution of waterways and beaches in general 


ithe oil pollution of beaches and destruction of 
wildlife resultines from the breaking up of the tanker TORREY 
CANYON off the coast of England in 1967 had spurred worldwide, 
Some as nalionalweconce rn. 
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wl Omomops response to the developing, national interest. 

iiemirewery rot tae Coast Guard has shown that it has 
developed from a sinaie mNurpose service engaged in the enforce- 
Memy Of custom laws alone the eastern COdSt Ol) iaeer Utne 
States into a multi-purpose agency with nearly global 
responsibilities. The development has been influenced by the 
east GuarGg's ability and willingness to accept additional 
Omeies to meet new and changing, national interests. The 
development of the Coast Guard has vroduced a unique organiza- 
mec. Melitary in posture yet humanitarian in purpose, 
Primarily concerned with safety in time of peace, yet 
Meeeecsiie the ability to go to war “ae an able part of the 
Mevyo The development of the concept of multifunctional 
facilities has been traced back to the days of Alexander 


Mamiilton. 


ae iE 





Ge ge eve ule aes halk 
ORGANIZATION SEC TURE AND PORICTins 


A better understandinr of what the Coast Guard's 
MeapoMmoibilities are and how they were acauired, gained from 
the preceding chapter, make possible a more meaningful discus- 
wom Oon tne organizational structure of the Service. This 
chapter will examine the organizational structure that was 
used to manage the responsibilities and functions of the Coast 
G@mard in fiscal year 1968. The problems and solutions to the. 
problems of allocating capital outlay costs will be affected 
by the existing organization structure or by changes to that 
Swomeecyure . 

ime basic concepe Of Coast Guard OTrganizauvon appears 
eeameerve Deen to organize along functional lines. fhe major 
Miettona: categories Were listed in the Coast Guard Organiza- 


z The first listed function was Law Enforcement. 


tion Manual. 
Mmieruded Within the function of law enforcement were those 
mevivitpies in support of Taws not directly concerned with safety; 
mamito mand property, Such aS criminal laws, customs laws and 
Conservation laws. 


_— 


| U.S. Treasury Department, Coast Guard, 1962. 
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The second function listed was administration of laws 
and promulgation of regulations for the PrOMOUtYoniel sare uy 
of life and property on the high seas and waters of the United 
States. Safety laws and regulations included manning and 
equioment requirements for vessels, safety reauirements for 
Mert facilities, motor boat regulations, and approval require- 
Mees Lor vessel construction plans. 

imamelanter f it was shown that the activities of wmese 
two functions were included in two programs, Merchant Marine 
palety and Enforcement of Marine Laws and Regulations. How- 
Myer, the activities within the two programs were a mix of 
activities. from the two functional categories. , 

geeoourd functional category listed in the Copa veeuecd 
Organization Manual was the development, establishment and 
Operation of aids to navigation, icebreaking and search and 
mescue facilities for the promotion of safety on and over the 
Migh seas and waters subject to the jurisdiction of the United 
Mmeaces. The activities included within this functional] 
Caterfory are reasonably apparent. The activities of develop- 
Ment and establishment of facilities were assigned to the 
mec! Outlays program. The activities necessary to operate 
Meese facilities were included in the Aids to Navigation, 
Search and Rescue, Oceanography, Meteorology and Polar 
Bperations, and Support Facilities and Services programs. 

Mie fourth major functional category listed was the 
Maintenance of a state of readiness to operate as a snecialized 


Service in the Navy in time of war. The activities aSsociated 
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with this function were included in the PPOLRaiiqeddela Cary 
irailminge and Operations. 

Although the Coast Guard had found it possible to 
align its activities in a program structure, the organization 
Was along functional lines as shown in Figure 1, a chart of 
Ghe Headquarters organizations structure. The functional 
Paevtvern of organization can be seen in the titles of staff 
positions, Comptroller, Operations, Personnel, and Engineering. 
One stati office, Merchant Marine Safety, could logically be 
assigned directly vO a program, Memchant Marine Safety. 
Bivnout substantial change to the organization structure. 

Tne other staff officers cOmldenet Navewsecima. Gasiuly 
pe@re@tacved along program lines, especially if the Capigal 
Beets program activities, alone with tne costs of capital 
Outlays, were allocated to other programs. One example of 
the difficulty would have been encountered in an attempt to 
moorgagize tae functions of the Offfice of Engineering to a 
PTOgram strueture. Engineering functions affect all programs 
and therefore it might have been necessary to assign small 
mumbers of engineers to several programs. It would seem that 
problems of coordinatine the efforts of engineers in the 
Mesigm and construction of a facility would have been increased 
my Duacings the engineers under the control of several program 
managers rather than under the control of one functional 
manager. 

meeures 2 and 3 picture Lae Coast Guard Nii srarchy sen 


Sreanization and the geographic areas of responsibility for 
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CHART 2A 


Figure 1 
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Coast Guard officer, and the Area and District Commanders 

were line managers and supported by staff personnel in the 
mocutvion of their functional resnonsibilities. The line-staff 
melationship was also found at smabler units as Would be 

mM poceccea 1n a military organization. 

The functions of the Coast Guard were managed on a 
meeional basis by Area, District, Section or Group, and Unit 
Commanders. Each commander managed the Coast Guard functions 
mimomaller @eographic areas, i.e€., the two Areas were divided 
meron Olotricvs and each District assigned Certaae! Ute anes 
directly to unit commanders or to unit commanders through an 
intermediate echelon of Section or Group Commander. 

Below the District level, Commanders may Rave had 
mesponsibility for several functions within their geographic 
areas of responsibility. However, no commander subordinate 
mea District Commander had direct responsibility for ail 
Poase™ Guard functions within his® geographic warea. 

The two Area Commanders exercised little administrative 
control in the hierarchy. As can be seen in Figure 2, they 
Pacverea the hierarchy for "control of operational mavvers 
(primarily rescue and assistance) requiring positive action 
to coordinate forces of more than one district." When a unit 
was operating under control of an Area Commander there was a 
Bositive change of control and®direct controlwcould mot be. 
exercised by a district commander. 


oT 
Area and District Commanders. The Commandant, the senior 
The multifunctional nature of a unit, mentioned above, 
| 
| 





38 
is illustrated by the following example. The Coast Guard Base 
at Ketchikan, Alaska was vrimarily an industrial support 
facility to provide for the maintenance of buoys and other 
aids to navigation, the maintenance of small boats and 
meer Ol erait, electronic maintenance of Coast Guard equipment , 
Seem, COnNstruction and major repairs to Coast "Gwaragtzemm — 
Sees tunrougnout Alaska. In addition to the industrial support 
meervities, Base Ketchikan also particinatew to a™significanve 
mere c im the other programs. Aids to Navigation program 
Meprvities included the servicing of unmanned aids to naviga— 
tion by inspection, and replacement of batteries and lamps. 
Within the scope of Enforcement of Marine Law and Regulations 
Bropram Base Ketchikan personnel and facilities were uséd for 
meverbOat inspection, port security inspections and in ecoopera-— 
Mmiomewath local, state, and Federal law enforcement agencies. 
The Search and Rescue program activities of Base Ketchikan 
Secluded@ethe use of vessels and vehicles in the search for lost 
fenerpmen and hunters. Furthermore, the communications 
ere. ilies of Base Ketchikan were used to eoordinate Search 
eae Rescue activities in the geographic aree of responsibility 
Grecommander, Base Ketchikan..: 

Retivities in the Oc@@nography , Meteocr@iiecy ame@miolar 
Operations program were limited to the recording and trans- 
recta of weatherwand tidal information. Participar lem in 
Cire Military Training and Operations program was also limited, 
Puomameluded small arms and otner mi Veta y CPALNiNe aig 1b eee 


Tt can be seen from the foregoinz that the facilities of Base 
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B, 
Ketchikan were utilized in 7 of the 8 Coast Guard programs. 
gne difficulties in allocating costs of the facilities are 
epparent. 

The Planning--Programming-Budgeting System tends to 
cause organizational changes, as has been seen in the Navy? 
meee cdecentralizavion of responsibilities to regional commanders 
and the line-staff relationships could have continued under an 
organization structure based upon Coast Guard programs. How- 
ever, the functional basis of the organization structure 
would have required modification. 

The functional organization of the Coast Guard has 
Peen wsed Doth for the operational contro) and for admintstra— 
Meee is oOMitnies points out, " . . . the criteria far 


programming and those for effective organization do not 


if 

ithe Bureau System, established by Congress to 
eqminister the affairs of the Navy, had survived Presidential 
eda Departmental attempts at reorganization. The Buréaus 
Mere cO-equal, each with direct access to the Secretary of 
ie Navy. The establishment, in 1915, of the Office of 
Waval Operations, did not change that relationship. Prior 
CO FPB there were reorganizations within the Navy, but the 
basic tenet that the various materiel support Bureaus would 
maintain direct access to the Secretary was not broken. 
mioh the arrival of PPB and its implementations, the Bureaus, 
moacer the title of Systems Commands, were required Go report 
memune Chief of Naval Hateriel. The Chief of Naval gdateriel, 
Pevewewas LNe remaining Bureau of Personnel and Bureaurol 
Mmeeecine. report not to the Secretary of the Navy jy Duvets 
Mae Chier of Naval Operations. Thus the multilinear sysven 
Seeeeontvrol for operations and materiel support was replaced 
ems ingie unbroken line of control from the S@cretary to 
Micmac! Of Naval Operations, to the Chief cf Navy Macvcriel 
pemmpne Systems commands. ‘Thomas W. Ray, "The Bureaus Go On 
Porever,' United States Naval Institute Proceedings 
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coincide, and may diverge materially." Since "accounting 
and budgeting classifications should be consistent with each 
other and synchronized with the organizational structure," 
the Coast Guard is faced with the problem of determining what 
Mies Dest Organization format should be.* Determination of 
mnie best organization Structure shouid inélde coms tae... 61 
Simone needs for operational control as well as budgetary 
mmemaciminastrative control. 

Although the organization of the Coast Guard appeared 
CO meet the needs of administration and control, there were 
some conflicts between the basic DOI ees upon which the 
Meee zation has been bulit. “The conflicts are moe une 
to the Coast Guard, but their existence is worthy of comment. 
eee vice Strived for the benerits of decentraelizacion, 
feeveor command, asSignment of authority commensurave wien 
esponsibility, and a reasonable span of control. > Running 
counter to these desires were the need to take the advantages 
meecentvralization in order to promote control of policy and 


meancardization of procedures; the need to use the talents of 


li * e ‘ 

Arthur Smithies, "Conceotual Framewori Tor tne frog: am 
Buaget," Procram Budeetineg edu David Novieks (Washineauen: 
iS. Pere arcnt Printing Office, 1965), 1, Part 1, p.m 


€elisworth H. Morse, Jr., "ACCOUNTING fel pees aire 
Standards for Federal Agencies," The Pederal Accountant 
Mieehington, D. C., Ea 1965), p . Of”, Mr. forse feet te 
Director of Accounting and hale POLI CV ..5 Uaaeinet a 
General Accounting Office. 








Coast Guard Orranization Slanual, D. x. 
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individuals and facilities of an individual unit by more than 
one superior; the loss of necessary authority without the 
mecraction of responsibility when CenUraligavione ode moc cums 
Beemune ever-present problem of too lengthy chains of command 
meen predicated upon reasonable span of control. 

One of the consequences of these conflicts has been 
a tendency to decentralize the operations of the Coast Guard, 
Seemmorcentralize the planning activities. This tendency 1:5 
particularly noticeable when comparing the Headquarters and 
Mrstricts staff organizations. Under the Chief of Staff at 
Peacgquarters there was a planning, programming, and budgevings 
meari. No such staff was provided for a District Commanaer or 
his Chief of Starr. 

HW second consecuence was the wide span of control 
Maeeribuced to Chief of Staff. Firure 1 reveals that six Ofiitee 
Svets and nine staff components reporved directly to the 
mmtereot Staff. Thus the Chief of Staff was concérnea net oni, 
with planning but also with the day to day coordination of 
mae activities of the functional Office Chiefs. 

feohas been the purvose of this chapter to,e ea 
fmne Coast Guard's formal organization and some of the concepts 
ana policies upon which the structure is based. Tne organiza- 
ier Of the Coast Guard was outlined sufficiently to show that 
it is functionally organized, has decentralized operations 


and centralized planning end budgeting. The effect of tne 


eee Oe 


tTpid., Chaucer IV. 
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mortitunctional nature of the Service upon the duties and 
Meeporsibilities of one officer and resources he commands 


Wes outlined. 








CHARTER” ia 


Peo tNG OBJECTIVES, PLANS, AND FACTLITIES 


a 


The Planning-Programming-Budgeting System adopted by 
mae Coast Guard for the fiscal 1968 Budget justification 


meocess was influenced by its then existing objectives, plans, 


meediaZatvion Structure and its historical development. A Study 


en a ne ee Ee Sea i te a ee ee BF a eee ee 


mm ene setting of Coast Guard objectives and affected the plans 
Or tne Coast Guard. The Roles and iissions study hac been 
undertaken in 196] because of the apparent need for large 
Sepital outlays by the Coast Guard. The objeetives whicn were 
developed subsequent to the findings of the Roles and Missions 
mendy vill be examined in this chapter. This chapver will also 
momen une plans for, and the descriptions of the condition of 
Coast Guard facilities which were used to document the 
requirements for large capital outlays. 

The Roles and Missions Study of 1962 is a logical 
Starting point for a discussion of Coast Guard Olas . ede 
Roles and Missions Study was undertaken to define tne Coast 
Guard's areas of responsibility, review existing activities 


and agreements to determine the appropriateness and legal 


] 
U.S.; Treasury Department, 1962. 


A —<_ «ss = a © 
il il 


See Oe See © 3S SS ee 


eo —— + 





4d 
authority for continuing those activities and arreements. 
In the fall of 1961, Secretary of the Treasury, 
Demietas Dillon, directed that 4a studyebe made of the 
Coast Guard roles and missions in order to provide a 
sound basis for long-range planning and budgetary 
justification. Review of missions, clearer mission 
Beiinition, and more precise delineation Of policy 
and operational guidelines were among the objectives. 
mens reads the foreword by James A. Reed, Assistant Secretary 
Memes areasury, to A Roles and Missions Study of the Coast 


Guara.? 


This study had been precipitated by the realization 

frat the Coast Guard's facilities were overaged and obsolete. 
ihe noles and Missions study examined the Coas7z 

Buard's history, statutory authority, agreements (national, 


Mmacernational), delegations of authority, funding policy, 


Mmrangement and requirements. For purposes of the study tne 
Moeast Guard's activities were divided into nine segments: 
Search and Rescue, Aids to Navigation, Merchant Marine Safety, 
Reserve Training, Ice Breaking, Oceanography, Military 
Readiness, Port Security, and Ocean Stations. 

Tie Roles and Missions study has had far-reaching 
effects. An early, direct outgrowth of the study was develop- 
ment of United Deaces COAasteuuard Objectives. Tne OUrpoce 
of Coast Guard Objectives were stated in the foreword. %“The- 
mo;ectuives contained herein ane a first St@p Uoveraean aa 


: : H 
range planning structure responsive to those requirements." 








pid. eThid. 


oes . Treasury Department, Coast Guard, United States 
Coast Guard Objectives (CG=370). 19602 


\Thid., Ore x (These requirements meaning Statutory 
Missions, clear policy and operational suidelines). 











45 

moe Objectives were based on four basic assumptions. 
mhe first was the assumption that the broad base growth of 
ere Uihedotates, with a.corresponding, increase in.Coast Guard 
workload, would continue. The second assumption was that 
mesocal resources would permit..modernization,of existing.Coast 
Guard facilities and provide sufficient PUNE Sel OmeGad oud he 
expanded Wore load and responsibilities. 8 third aseumo 16. 
Mes that the Cold War would continue on all levels snort of 
Milimited war. The fourth and final basic assumption was that 
international cooperation among the free and uncommitted 
meacions of the world would increase in importance.? 

Within the constraints of national goals and the 
Poregzoing assumptions, Coast Guard objectives were established. 


A summary of the objectives follows for each mission area. 


Aids to Navigation 
Safe passage in and over the high seas and waters 
subject to the jurisdiction through effective and 
reliable systems of aids to navigation. 

This mission area encompasses long and short-range 
navigation systems for commerce as well as recreational boating, 
recognizes the needs of national defense and need for interface 
with other government agencies. Chanres in us¢r techies: 


plus change in technology for providing better |seryacem 7. 


considered. 





—— — — 


: 
Ibid., po. 6-7. 
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Cooperation with other 
Government Agencies 


Maximum utilization of the nation's resources demands 
eooperation between government agencies. The Coast 

GiWiard receives increasing requests efom assmetance 

from the growing number of agencies and vet must also 
carry out its asSipned missions. The aggregate demand 
HOrmecCrVicC 1S greater than can be met with the resources 
available. The trade-offs necessary must be made by 
iormea commanders and through Coast Guard partici 
fen in plarining efforts at@the Watiéffal level. 


Icebreaking 
Waterborn access to ice-bound locations in furtherance 
meeeae tonal economic, scientific, Gdelense emc consumer 
needs. 
This mission area envisions icebreaking vessels for 
moth domestic and polar operations with capability of performing 


Sener duties when not engaged in icebreaking. 


Law Enforcement 

Peewection of lives, property, natural resources 

Pidwmeimenal interests through enforcement of tmederal 

law upon the high seas and waters subject to the 

fee wrcaotetion of the United States. 

This mission is primarily concerned witn those Ways 

and regulations relating to the safety of passengers and cargo 
and is therefore based unon a concern for humanity. Also 


included is enforcement of comServation end criminal lew in 


Booperation with other agencies. 


Merchant Marine Safety 


Safety of Life and Property on the High Seas and 
internal waters through law enforcement and regula- 
tion of merchant vessels, their officers and crew. 
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This mission area is closely related to law enforcement 
in the area of boating safety, port security, and dangerous 
cargo. The laws and regulations generally have wider time spans 
than those under the Law Enforcement Mission area. The examina- 
Cion and licensing of officers and crew, manning requi wements , 
Vessel design and construction, and accident investigation are 
included. Self-regulation and encouragement of the development 


mea Viable merchant vessel industry are required. 


mulitary Readiness 
fieciiective ready force responsive to specific 
feos time of war or emergency in ssupport jot 
Mecnwonal security. 
The Coast Guard must be capable of assuming those 
specific tasks assigned to it by the Navy based upon Coast Guard 
maa Navy planning. It is expected that Coast Guard assignments 


Will be in the more mundane provinces that comolement the 


BxOtLic weapons systems of the other military services. 


Oceanography 


a eee 


Knowledge of the sea, its boundaries, and its resources 
through collection and analysis of data in support of 
the national interest. 


The Coast Guard must develop the capability within its 
Mecilities and personnel to provide platforms for cooperation 


With other agencies in furthering the national objectives in 


oceanography. 


Ocean Stations 


Safe passage of air and maritime GCransSOCe@eniG 47 a1 ase 
through areas of United Staves responsibility and 








48 
such other areas as may be in the national interest. 
scientific knowledge of the atmosphere, the sea, 
amaetneir interfaces through data collection at 
temporary or permanently assigned ocean stations. 
A particular mission area, Ocean Stations, is established 
Because of the participation in the accomplishment of a wide 


range of other program objectives by the vessels which occupy 


mpcean stations. 


Bort security 


pale, secure port areas and facilities and protection 
@eeene national interests in internal waters. 


The Coast Guard must move to consolidate tne govern- 
ment's (federal, state and local) regulation of and service to 
mie public. The present dispersion of functions ainong the 
Marious federal agencies, state, and local governinents , requires 
the expenditure of resources above the amounts that would be 
medquired through full cooperation. Further, the public must 
deal with a multitude of agencies in pursuit of buSiness or 


Pecreational activities. 


Reserve Training 
Trained augmentation forces for war or national 
emergsency and such other times as the national 
Security may require. 
The development of a ready reserve to give the Coast 
Guard the capability to respond to war or national emergency 


conditions is necessary through the optimum use of reserve 


training and regular service resources. 











Timely assistance to persons and property distress 
on or over the high seas in waters Subj ¢ cr Gomi nc 
jurisdiction of the United States and elsewhere 
whenever forces are available. 


a) 

search and Rescue 

The other missions of the Coast Guard are Dreventrve | 
in nature whereas this mission is corrective. Searched 
meseue facilities must be provided by theseCoast Guard Weenest 
the growing needs in this mission area. In unusual circumstances 
the resources of other agencies, and domestic and OPTS IhISs @" 
vessels and air craft, must be used to provide the maximum 
Mosistance possible. The Coast Guard must encourace meavicnal 
and international planning and Coonerer ton to provide assistance 
to those in peril. 

ime deve lopment of plans” and programs to meee mlusowon 
Meyeculives are governed by the following policies set forth 


in Coast Guard Objectives. Advancing technology must be 





Bemoidered as it affects missions. Automation will directly 
eiGsindirectly affect Coast Guard,missions. The organization 


of the Coast Guard must adapt to the mission-oriented type 


meatt Organization, more vertical than horizontal. Current 

mac comprehensive policy guidance must be available to permit 
micreased decentralization of ‘decision making. Career planning 
fmemerirlitbary and civilian personnel must be Gncluded.  Commiuni— 
cations should be rapid, reliable, automated and based on the: 
Sys ceme concept. The public should be informed about tne Coast 
mero ena 165 activities through a strong continued eiforg. 


Mes is particularly necessary tosprovide large S@pmenls oe 








50 
the public with safety information. 
It can be seen that there is great interdependence 


and some overlapping of the mission areas. These inter- 


capital costs. The problem is accentuated when objectives 
mee cne €leven mission areas are aligned to fit within the eight 
programs selected for the Coast Guard Planning-Programming- 
Budgeting System. Coast Guard programs are compared in Table 2 
mo vune misSion areas in which Coast Guard objectives were set 
mor planning. 

TABLE 2 


RELATIONSHIP OF PROGRAMS TO MISSIONS 


ee ett AST RO at Pe RR gg Re ge ce ee See ee ee eee a 
rg en gee ee me ee ei SS SR ee ee ee emg ne ce ae ee ee ee 





Program Related Mission(s) 


a a en Er ER i 


Aids to Navigation Aids to Navigation 


dependencies and the overlapping complicate the allocation of 
Icebreaking (Domestic) 


Oceanogravhy, Meteorology Oceancerapay 
meet olar Operations Ocean Stations 
Cooperation with other government 
agenciesa 


Icebreaking (polar) 


and Services 


2 te + er re re 





—_— 


Merchant Marine Safety Merchant Marine Safety 
pearch and Rescue search and Rescue 
Politary Readiness and Military Readiness 
Operations Reserve Training 
Enforcement of Marine Law Lav Enforcement 
and Regulations Port Serr rey 
Capital Outlays All 
pupporc Facilities SUNOS 


me ae A EE EP 


“For the purpose of continuity, the mission, Coopera- 
tion with other agencies, has been correlated with the 


———— 
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When the Planning-Programmine-Budgeting System for 
justification of fiscal year 1968 Coast Guard budget was 
mormulated, the existing Coast Guard plans were facility 
oriented. Budget preparation for capital outlays continued 
Beebe facility oriented. Allocation of the cost of facilities 
pOsprogprams,does,, by definition, require a change. Congress, 
the Bureau of the Budget, and the Treasury Department had 
Marticipated in the development of the plans. The impact of a 
Brange to plans will destroy a portion of the existing commit-— 
ment gained by prior approval and participation.+ 

the plans to carry out the Coast Guard objectives are 
@epr essed in three primary documents: The Cutter Plan, The 
mummarized Shore Units Plan, and The Aviation Plan.* Each of 
Mies ptans existed before the publication of Coast Guard Objec— 
tives.> DMhe plans were, however, shaped and moaqxi1eqdevo wi. 


Breoeress toward the objectives. 


putter Plan 
The Cutter Plan is based upon tae hepori wena 


Requirements for Coast Guard Vessels approved by the secretary 


Oceanography, Metcorolopry and “Polar Onerations Prega. 
because that program is primarily in support of otner 
peeneies. Activities of cooperation with other agencies 
mere a)so found in the other programs. 


lithe impact of the change will be less now that the 
Coast Guard has been transferred to the Dept. of Transporvation, 


but it will still be meaningful. 
Supra. 0, Comeooererc a2. 


3Coas st Guard Objectives, Ov. cit. 
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encompassed the period fiscal year 1964 through fiscal year 

1974 and envisioned the expenditure of $1,028,914 ,000 to 
modernize and augment the cxisting fleet of Coast Guard Cutters. 
mene plan has been updated and republished annually to reflect 


ehnanges in requirements. 


Summari2zéaq Shore Units Plan 

Initially this plan dealt with the replacement, 
augmentation, and modernization of operational Shore Units. 
Mme Nas Since grown to encompass the expansion of support 
macilities, training facilities, aids to navigation (including 
buoys and structures), and family housing. It covers the time 
period FY 1966 through FY 1975 and is updated and republished 


annually. 


Myiation Plan 

The oldest of the current plans of "He Coastmard 
Mm the Aviation Plan. Based upon the Renort on the Requirements 
of Coast amends Aviation, dated 1 December, 1956, and revised 


oe 
@ the Treasury in December 1962. - Initially the plan 
in 1960 and 1966 ,° the plan is updated and republished annually 


3 


under the title Aviation Issue ,Paner. 


The major revision approved on 13 fpril 1966 by the 


OLS. Treasury Department, Coast Guard. (Available 
from Coast Guard files). 

e \ tment, Coast, Guys 

U.S. Treasury Department , a 


3Aviation Issue Paver, op. cit. 
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secretary of the Treasury encompassed the period fiscal year 
1967 through fiscal year 1973.2 

Each of the plans had had major amendments because of 
external and unforeseen influences. The Cutter Plan had been 
radically changed due to the addition of five Navy icebreakers 
to the fleet and the transfer of 26 patrol boats to Viet Nam. 
The initial shore units plan did not envision a family housing 
program, the rapid growth of the service resulting from the 
ftet Nam war, nor the addition of five major vessels (Navy 
Icebreakers) and necessary support of those vessels. 

The aviation plan had been influenced more by the 
Bmenees in technology than had the other nlans. The rapid 
Meavances in aviation technology and shorter lillie Of aiverc ere 
meen compared to shore units and vessels, had necessitated 
Jarger ana more frequent chanses. Also influencing the aviation 
Dlan was a radical increase in cost of training of Coast Guard 
Plots by™the Navy and the acquisition of Navy icebreakers 
which required helicopters and highiy trained aviation 
personnel in pursuit of their missions. 

Mech of the “plans had also been int luencec ey wcomeas 
terms, by increasing costs and,failure to receive necessary 
noprepraations to carry out the plans in “their early years. 


Based upon replacing capital facilities over the life of each 


abe S, Treasury Department, Coast Guard, Joint Report 


eS ee 


of the Secretary of the Treasury and the Commandant, USCG on 


the Extension to the “Reevaluation ee the Requirements of 


Coast Guard Aviation, dated April 13, 290G3 ey” 
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54 
plan, yearly dollar averages were set for budgetary reavests. 
Appropriations received were less than the yearly aVvenaces. 
causing the averages for later years of the plan.to erow lo 
mMnrealistic levels. Therefore the plans were extended in time 
and revised to lower annual dollar requirements. The changes 
to the facility plans that have occurred indicate that the 
Bens have had to be flexible. 

The condition of existing facilities is an important 
consideration. If there were no need for large changes in 
Phe existing facilities the problems created by cost allocation 
mo pregrams could be ignored. But thesCoast Guamd is faced 
with a critical and immediate need Bie modernize and augment 


Mes Existing facilities. 


Cutters 


ihe 1962 Report on the Reauirements fomei@eagmmguard 


1 


messes described the condition of the existing fleet. Some 


meunoe cescriptions were: 


Adil three of the present high endurance vessels 
Mommenu meet the previously stated requirement tor 
Meeeimnum SuUuStained speed of 25 knots, oe. 


® 
6 e e e e e 6 6 6 6 6 e e e e 6 e e e « e e e e e e 


The WAVP-~311' vessels are former Navy seaplane 
tenders and lack the built-in hull strength generally 
Eeiseciesea with Coast Guardmcutters. co 


e e e e e e 6 6 6 ® e e 6 e * 6 ® e e e 3 * « e e 7 


When speaking of the 20 overaged of 28 existing 
medium endurance vessels: 
a ’ ‘ ya ry #99 4- 
wes., Treasury, Coast#@uard ,wipril 1963. (Reprint 


as amended June 1962. Retitled Vessel Plan in December 


1963). 


— 








> Geaiee=- eq. sau? & 
— = <x» =a 
2 ee 

en cw a ly lll ls 
— Vee Ets 








a 


In addition to lack of speed and endurance 
these vessels .. . lack sufficient reserve Stanly ty 
and compartmentation, lack adequate space for f-ood 
habitability of personnel and required equipment 
and are not resistant to medium ice conditions. 


The 269' ice breakers built during the war 
years have had long and arduous duty Ope ravane 
not only in the continental United States and 
Alaskanewaters, but also into the Wrct#©® and 
piGerctic in support of naval operations. These 
vessels are showing definite signs of wearing out. 


(Inland tenders) . .. five other (other than 
3 overage) miscellaneous are nearing obsolescence 
and are not capable of performing their assigned 
duties. 

Wmeeneships) .. . the ones (19004 end 1907) 

buivt Soon after the turn of the century require 
immediate replacement. 

The 1962 plan for replacing the vessels was "reviewed 
and modified in light of previous slippage and changing require- 
ments in 1o66., !~ The amended vlan for the period 1965-74 was 
immediately behind scnedule. Three of the 10 years had passed 
and only 15.6 per cent of the funds had been appropriated. 


The 1968 request for funds was less than 50% of the annual 


: 2 
meduirement. 


pnore Units 


Ten percent of all existing shore units were over 85 


ee ee ee 


ao. 3. Congress, House, Hearings, Department of 


eR a 


Wy zZ—y hy, , 








Mears old, and thirty-two percent are 50 years old.? Because 


Transportation Appropriation 1960. Doe 
eTbid. 


3y.8., Treasury Department, Coast Guard, Shore Unit 
Mra 1962, p. li-2. 
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meroperational necessity most of the fixed structures are 
fmocated in positions exposed to the ravages of the elements. 
The erosion and other topographical changes along the shorelines 
Have made structural changes, rebuilding or relocation of some 
Mmete tures necessary. 

Technical changes in navigation, navigation equipment, 
and the automation of some aids to navigation structures require 
adaptation of structures to house different equipments and 
mumbers of personnel. Changes in the patterns and types of 
marine vessels to be furnished service have made necessary 
more facilities, and in some instances, facilities in new 


mocations. 


Aviation 

In fiscal year 1969 more than 50 percent of the fiscal 
eer 1967 aircraft inventory of 160 aircraft will be overage, 
j.e., beyond their expected service life. The Medium Range 
Search aircraft (fixed wing amphibious) inventory will be 
a percent overage.? 

Coast Guard aircraft and their uses have become more 
Peecializead. This has resulted in a need to contract 2eeqracvely 
for Coast Guard aircraft and lose savings formeriy availaole 
when buying from production runs of other Federal Agencies 
(Armed Services). ‘Too, the specialization has made 1t necessary 


for the Coast Guard to train its own aviators, thus Llosa 





ly.s. Treasury Department, Coast Gugkae Joint Report 
Meetie Secretary of the Treasury anc the Com™andant, April, 


1966, p. A-l. 
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economies of scale formerly available by using Navy facilities. 


summary 
The objectives and plans which were considered in 

the formulation of the Planning-Prosramming-Budgeting System 
adopted by the Coast Guard for the 1968 budget justification 
meee Deen Outlined in Droad terms, and the assumptions and 
Bemsicderations used in setting the goals were listed in this 
chapter. Also listed were the three basic long-range facility 
Mifens for reacnine the objectives. Along with the facility 
res, the condition of the existing facilities, the needa 1cz 


Modernization, and the scope of the plans were outlined. 








CHAPTER v 
PROGRAM-BUDGETING IN THE COAST GUARD 


Background 

The development of Coast Guard objectives as an Coe = 
direct outgrowth of the Roles and Missions study was discussed 
ma tne preceding chapter. A second development in the evolution 
of the Coast Guard's Planning-Programming—-Budgeting System was 
a request by the Secretary of the Treasury that "the Coast 
emard develop a program-oriented budget on a pilot study 
basis." This request appeared to be based upon a recommendation 
eeethe Roles and Mission study. The speed of the Coast Guard's 
formulation of a Planning-—-Programming-Budgeting System subsequent 
to the publication of Bureau of the Budget Bulletin No. 66-3 
meio probably have been less, or’the difficulties gredter, 
me thie objectives, plans and pilot study had not been in 
Wemience. 

Before embarking upon a review of the programming 
Budgeting process adopted by the Coast Guard, Uias Clay gee 
examine the underlying concent of the Planning-Programming- 
Budgeting System, some of the tools of analysis used within 

lu.s. Treasury, Coast Guard, Chief Of Stal! Qi eom a au 


to Chiefs, Offices, and Divisions, Development of a Prograin-— 
Preented Budget as a Pilot Study, June 25, 1963, p. 1. 








oe, 

the system, and a future addition that is anticipated for tne 
System. An examination of each of these factors may aid in 
understanding the difficulties that arise when allocating all 
Coast Guard costs, and specifically, Coast Guard capital costs. 

An early problem in developing a Coast Guerd Planning- 
Programming~Budgeting System was defining the system. Descrip- 
tions of the Planning-Programming-Budgeting System continue to 
vary widely; it is many things to many people. To Senator Henry 
M. Jackson, Chairman of the Senate Subcommittee on National 
security and International Operations, it is an oversold system 
and one that "may be used as easily to rationalize a decision 
me bO make a rational decision."2 To Aaron Wildavsky Planning- 
Programming-Budgeting is a system that requires all or nothing 
Beret colons regarding policies rather than incremental deer on. 
regarding dollars.© He states that conflicts developed on 
mericyematvvers will reduce the bargaining that is necessary 
mower orm of gsovernmént. He also considers (he Syovem co be 
B decision structure established by "economizers” in the 


eealm of politics. 


ee ee 


~Ors : Coneress, Senatey Hearings, Pillennine-Prosrani ing 
Buceeting, 90th Cone., lst Sess., August 23, 2G 
me. t (Washington: U.S. Government.Printing Office, 1967). 


Karon Wildavsky , Politics of the Budgetary Process 
(Boston and Toronto: Little Brown and Co., 1964), pp. 138-142. 


Sune Political Economy of Efficiency: Cost Benefit 
Analysis, Systems Analysis, and Program BUGRELINGE semis rc 
Administration Review, December 1LOCGr 
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fo Charles L. Shultze, Director of the Bureau of the 
Budget, the Planning~Programming~Budgeting oystem is a “Step 
maecme continuing caver to make the budgetary process a 
more versatile and helpful instrument of the President 
moecttort To tie forward planning to budgeting." 

To Arthur Smithies, it is the focus of the Process oT 
comparison and coordination for making rational choices of 
actions among alternative courses of action available to the 
government .* 

To Charles J. Hitch, it is a system which "brings 
mogether at one place and one time all of the relevant 
mitormation .. . namlod to make sound decisions on the forward 
program and to control the execution of that program." 

hie list of "The Planning—Programming—Budeest ing 9s) =0em 
im could be carried on at great length. It is, however, 
penerally conceded that the underlying concevt is the concept 
m@eecconomics. The general definition of economics presently 
in vogue is: 

MeOnonies 18 the study of how... 5 .omen cheese. 
emoloy scarce productive resources, which have 
ElaeeTMactive uses to produce various commodmeie. 


Overrine end Gistribute Chem for consumpiion, 
Woeweand in the future, among various people and 


(eR he ee 





Psenaten Subcommittee on National and International 
Bemeewions, op. cit., p. ll. 





2"Conceptual Framework for the Program Budget," Prograii 


Buceeting . . . Program Analysis and the Federal Budpet, Davia 
wovick, editor (Washington: U.S. Government Frimeaae 


mpc ice), pm 4. 


SCharles J. Hitch, Decision-llakine for Defense 


—— 





an 


(Berkeley and Los Angeles: University of California Press, 


OT), Dp. 39. 
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Broups in society.1 
The need for the Planning-Programming-—Budgeting System given by 
wit cComeeOnultze closely folhows the cited Ge®anition of | 
economics. "First, the resources of the government are always 
less than we need to accomplish all the good and useful] things 
that we would like to do. Therefore, among comneting claims 
ma resources we must choose . . We Charles Ht tenement 
mie principal architects of the Department»of Defense's 
Planning-Programming-Budgetingp, System stated, "The problem 
ee national security might in theory be regarded as one big 
economic problem, "3 The Planning-Programming—Budgeting Syste 
was developed to bring the theories of economics into play 
when making decisions regarding the allocation of government 
Beirces., 

There is a fourth segment of the system that is implied 
by literature but not formalized by inclusion in the acronym. 
That segment is an accounting or information system that 
provides the financial reports and cost data of budget execution 
to support Planning-Programming-Budgeting System and’ te provade 


agency managers, as well as Departmental managers, with 


1 ae ee 
Paul A. Samuelson, Economics (7th ed.; New York 
Pmad others: McGraw-Hill Book Company, 1967), p. 5. 


“Senate Subcommittee on National and International 
Mperations, op. cit., p. 12. 


ee J. Hiteh and Koland N. Mekeaa The Economics 


Br National Defense in the Nuclear Age (Nev York: Fimenocua. 


M65), p. 3. 
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responsibility-centered, cost-basedq@ budeets and fainencec.al 
meoorts., The Department of Defense has begun to implement the 
fourth segment, known as Resource Management System, or Premes 
at various test sites. When implemented, a closed loop system 
of Planning—-Programming-Budgeting-Accounting will exist. 
emeoretically, a change in one of the parts will be translatsed 
aida reflected in the other three parts. 

In many areas, Planning-Programmning-Budgeting, cost 
eiiectiveness, and systems analysis are considered to be 
synonymous. Jt is probably correct to say the Planning- 
Prograinming-Budgeting is "a bap of premises, concepts and 
relationships; whereas systems analysis may be captioned as a 
bag of techniques attached to a way of approaching problems ."+ 
Meee -ciiectiveness in turn is a tool of Systems analysis ec 
moeoleused to measure the quantifiable costs and effectiveness 
of alternatives identified by systems analysis. 


Systems analysis and cost-cffectiveness hayee, Wea 


emphasis since the inception of Planning-Programming-Budgeting. 


im? is systems analysis and cost effectiveness which have fiven 
Planning~Programming-Budgeting its conceptual foundation in 
meonomics. ss 

Systems analysis attempts to identify the alternatives 


availabie to the decision-maker and to outline the trade-offs 


ts a eo ee Fe re ee 


leamuel M. Greenhouse, "The Planning-Programning-— 


Budgeting System: Rationale, Language and Idea Relationships," 


Public Administration Review, December T9666, VOI eee 
Mo, 4, p. 276. 
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and interdependencies of those alternatives. Systems analysis 
relies heavily on mathematical model building and other 
techniques of operations research. It deals with the problems 
of what the objectives should be as well as the alternatives 
mo Geach tne objectives. Costaeifiectivenessimaamnmt un mae 
GEoncerned with marginal costs and manginal benefits as well as 
mObal,costs and total benefits of the alternatives and 


mpjectives. 


Coast Guard Program-Budgeting 

The above discussion of the Plannine—Programming- 
Budgeting System may aid in understanding the nature of the goal 
toward which the Coast Guard was striving when it developed its 
Planning-~Programming-Budgeting Svstem for fiscal vear 1968. 

The Coast Guard's fiscal year 1968 programming, budgeting, 

Mees uesaunering, and allocation processes were tied to operating 
Me@eemsutcs and accounting data accumulated in Dpricreycare. — Iie 
procedure used for 1968 will be examined to show the problems 
Mmrac must be facec to permit cost of capital outlays to be 
mrlocated. The somewhat mechanical considerations that must 

be accommodated are meaningful since the system is expected 

me work in oractice, not only in Tico) . 

As a second step in the cycle of Planning-Programming-— 
eetin:. the long-range plans and objectives of the Service 
were reduced to two program memoranda, a five year program 
structure not unlike the Defense Department's Five Year Defense 


m 


7 4 c Ine Fawr 
Plan. The program memoranda outlined Coast Guard planning for 
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the five year period, the budget year plus four years. 

The Coast Guard's programs were program elements of 
two Treasury Department programs, Assistance to Maritime 
Commerce and Military Support for National Defense. These two 
Treasury Department programs fell entirely within the cognizance 
o* the Coast Guard and received no input from other Treasury 
agencies. 

Justification for each Department program was presented 
in the Program Memoranda. Justification included an analysis 
of differences between the proposed budget year funding and 
Padget year minus one; the emphasis, assumptions and relevant 
factors used, and statutory authority; and special studies 
being, conducted that could affect program levels. 

More detailed justification was presented for each 
Woast Guard program. Included were program objectives, 
meoomotions, long-term cost/effectiveness analysis ) Gescmer li on 
meetacilities and costing of facilities used, alterma@ives, 


Special studies, program financial plans, and workload data. 


Ali but one of the programs were established” im suppor: 
mone or more of the mission aréas destribed in”™Coast Guard 


Det a ee Se coe 


Meeroas. = The™Capital Outlays.vrogram is Une ™exceri1ion. waits 


Mosst Guard to meet the objectives of all the other prograis. 


ie Treasury Department, Coast Guard, ge commences 
Prosra im for _Assistance co Maritime Commence. ry 19d = i OF en 


ee ied jis 8 = 
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Program Memoranda, Program Financial Plan, and the 
Facility Utilization Appendix, were the mechanical links which 
tied plans to the budget. In addition, the program memoranda 
Berved to bring torether the data used when aia decisions 
between various programs and program elements. 

Tne process of evolution of the program memorandum 
and financial plan began with the aecumulation of the most 
mecent actual data available. That data was assembledeabout 
meo@rober ror the fiscal year that ended the preceding 2 July 
and was referred to as prior year data. To the prior year data 
was added the results of completed studies where there was 
financial impact .+ 

whe prior year data and estimates of the current year 
expenses and future year expenses were projected to tne current 
mear plus six.» Also developed were the Facility Utada zation 
Popendices. The Facility Utilization Appendices listed the 
mom if lesmandeworkload distribution to be used in aeconp dashing 
the objectives of each program. Because of the multifunctional 
Mmerire Of most Coast Guard facilities, there were porvmens oa 
Mercicular resource, such as vessels, shown in»thesFacility 
Meilization Appendices supporting several prograns. 

Tie Facility Utilization Appendseumaseusecdmme al lee@eacc 
mee Operating costs of facilities, including Malatameapay, to 


programs. There was a crucial difference between the allocation 


aS. Treasury Department, Coast Guard, Headauarters' 
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of operating costs and the proposed allocation of Capi tad. 
euetay cOsts. The operatine@G@osts allocated@were the eperarine 
Pests Of all facilities within a.given category; such as 


ppatrol vessels." The capital ouvllays costs propostd vowve 


mrocated would have been the construction costs of a particular 


Meseel, tO be located in a partieular place. 

The Program Memoranda, the Facility Utilization Appen- 
dices and Program Financial Plan, were presented to the 
Pommandant of the Coast Guard, who, with the assistance of his 
staff, made the decisions that established the program budget 
Hevels that would be sougnt by the Coast Guard. The Commandant 
meerounced his decisions concerning progrem levels in eariy 
March, 1966. 

The decisions were furnished to the program managers 
who revised their documents to incorporate the Commandant's 
program decisions. The program managers then resubmitted 
the Program Memoranda, Program Financial Plan, and Facility 
Utilization Appendices to the Commandant. 

Mae process had “at that point wedemed Une Tome 
Stage of the Budget. The forecast stage budget was reviewed 
Ema adjiustea at the departmental level. Departmental decisions 
were referred back to the Coast Guard program managers, who 
revised the program documents to meet the departmental 
monstraints. 

A new budget document, the Bureau of the Bueset Stare 
Budget, was then prepared and submitted to the enargeeiicmaor 


review and for transmittal to the Bureau of the Budset. ‘ine 








Budget Stage Budget was amended by the Coast Guard to reflect 
the constraints imposed. The revisions made required rework 
of some supporting documents and new decisions by the 
Commandant. The revisions were made to the Bureau of the 
Budget Stage Budget and a third budget prepared. The third 
budget, the Congressional Stage Budget, was the budget that was 
Swbmmetted to Congress with Departmental and Presidential 
epproval. 

During, the development of the budget through the three 
Stages the program documents were refined and the data supporting 
Seechmeprogram element were reviewed and analyzed. 

The Forecast Stage Budget was a rough cut, need-first 
Dudget, but it recognized ceilings imvosed by the Department. 
Meco eeeit contained concise descrivtiOns, Just imation, 
mea cost estimates for each program, it wes not complete nor 
meructured to meet the requirements of the Bureau ofethe Budgets 

Mae Bureau of the Budget Stage Budget as 2 Cert—Oeeed 
budget and followed the detail and format required by the Bureau 
of the Budget. In addition to the change to e@ cost—based budset, 
tne Bureau of the Budget Stage Budget also incorporated support- 
ing plans not found in the forecast stage. Aaded were the 
Military Personnel Billet Plan and the Military Grade Distribu- 
tion Plan. 

Bureau of the Budget Stage Budget estimaces were made 
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Bureau of the Budget reviewed the Coast Guard's budget and 
recommended various changes and ceilings. The Bureau of the 

for each of three Coast Guard appropriations; Operating Exne 












~*~ = a= owt 

—ES ees eee 

cama, tras, ays, Sls, cy lla, mai 1 gti, 
Em ly 

ae oo fe 

=_— a a te aX mec | ee a 

- ——= Ge Oeme cue om, ae es 








—— «a en = _——_—_ i ——_-« 
————?) — ey 
se ee Ae ‘-S Sa 
- ms a" ay “oe 
—— a o =——=e am § ie == & 
. a yee oe a 





68 
Acquisition, Construction and Improvements, and Retired Pay. 
Data Was alSo furnished for revolving funds and gift funds, 
but that data will be disregarded in this study. Also to be 
Basregarded in the following discussion is the Retired Pay 
appropriation which is considered to be beyond the purvievwi 
or Coast Guard control. 

Tables 3 and 4 show the format of the Program Financial 
Plan in the Bureau of the Budget Stage. There was a multitude 
me cevaliled cocumentation supporting the information presented. 

Mie@Coneressiional Stage Budget differed litviewan 
format to the Bureau of the Budget Stage. It did, of course, 
meemect the changes in amounts that were necessary due @ 
moreau of the Budget action. 

The notable difference between the Operating Expense 
maa Acouisition, Construction and Improvement formats were the 
Metivities listed in the first column of each. The Operating 
Expense data was presented in terms of activities, Such as 
Search and Rescue and Aids to Navigation, which closely parallel 
the programs of the Coast Guard. The Acquisition, Construction 
and Improvement data, on the other hand, are oriented towards 


: 2 
the five categories of facilities listed in the table. 





oe ee ee eee ee 


linecluded within the Operating Expense appropriation 
medvest was the request for Reserve Training funds . Reserve 
Training had been a fourth Coast Guard appropriation in prior 
years. Congress did not permit the consolidation, and funds 
were approovriated in 1968 for Reserve Training separately 
from Operating Expense. 


aThe Acouisition, Construction and Improvemenc appronria-— 


tion was the budget equivalent of the Capital Outlays progam. 
ie e e 4° ee ~ 

The other progrems were included in the Operating Expense 

Drograin. 
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The budget format did list "Program Changes" for both 
appropriations. Such listing may give a false impression. 
MmicewOoperaving expense aopropriation wae conSidereo to have a 


ieee weecreas the Acduisition Construction and Improvement 


appropriation did not have a base. "In the Operating Expense 
Peepropriation . . . Coast Guard is required to explain and 
meotcliy cnanres in cost estimates .. ul Whereas...“ lingae ae 


Acquisition, Construction and Improvements appropriation the 


weeires. . . costs . . . must be explaine@® .™ "2 The Coast 


mara MaS tried to develop a base for the Acquisition, Construc— 
T10n and Improvement apvropriation, and the format assists in 
mitomarvvempt. The, setting of yearly averages for theweompleting 
of each facility plan and the testimony regarding percentage of 


maton pon of tne plans are illustrative of tnis attempt. 


femewey. the attempts have not been suegeessful.. The Acduisivion, 


Mens ~ruction and Improvement appropriation has been the first 
me be reduced in each budget process. The other appropriations 
are generally assumed fixed and only minor adjustments made to 
the existing bases. 


There is another major difference between the Acauisi- 
mron., Construction and Improvement appropriation and the 
Seeraving Expense appropriation. Acguisition, Construcvion ana 
Improvement appropriations are no-year appropriations, whereas 
Operating Expense funds are appropriated annually. 


Lue Treasury Department, Coast Guard, Coast Guard 
Manual of Budgetary Administration, p. e-39. 
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Cost Allocation 

Cost allocations to programs were based upon prior 
year data.? The Coast Guard collected costs under six major 
mecoulvuines classifications: Vessels, Aircraft/Air Stations, 
shore Units, Other Military Personnel Expense, Program Expense, 
prormcepital Outlay Projects. 

anes eo) lectes {for Vessels. Airerall7 Air oceanic 
mee soere Units were then prorated to programs. The basic 
meocecure for proration was to determine from operating statis-— 
Mecsas the percentage of facility time, or in Some cases, man 
wevoneaevoted by a facility to each of the program areas. 
MmoucmeeOperating costs collected for each facility were then 
mocap lied by that percentage, and the resulting amount enarecd 
to tne program. Other Military Personnel Expense was vrorated 
On the basis of direct military personnel costs. An amount 
edual to 20% of the direct military personnel cost charged to 
each program was added to each program. Program Expense was 
pmoamrect charge to the program for which collected. 

Capital outlav projects were not prorated to programs. 
However, the capite outlay costs were listed with programs for 
mr Oormetvion purposes. | 

Pacmercaquisition, Construction and Improvenienr 


project will usually be assigned to a single 
meeeran element ( .. .) but it should nov be 


Ree me 


1 
U.S., Treasury Department.) Coasteauarde 
Heddamerter's Instruction 5010.1, Attachmene i. 
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gaded Go other program costs, because the total 

foie oe a WOn-Sipnificant cost. Capital outlays 

represent an investment.1 

iiemetacsiiacecation Of Capitalvourlayo er sa uilocac: on 

momerocrams 1s, of course, a part of the problem to which 
mans thesis directs its primary question. The previous 
methods of cost allocation 1s mentioned here to make possible 
eecOmparison. Suitable classifications must be developed 
for capital outlays and a procedure developed for accounting 
merecne Expenditure of the prorated cost to each program if 


meedoack information is to be available for audit and considera- 


tion when making future allocation decisions. 


Operating Stage 

In the Operating Stage, or execution phase, of the 
Coast Guard's budget there were changes in format and the 
philosophies underlying the management of funds. The amounts 
Si money appropriated by Congress were made available to the 
Soast Guard in quarterly segments through the apportionment 
mrecess in the Bureau of the Budget. Thus the first modifica- 
tion to the budget was that it was placed in a quarterly rather 
Bar an annual time frame .¢ 

A second change was to the responsibility for Menaectcn: 
Mot the funds. Funds which had been justified by program 


managers and appropriated for programs were allotted to subhead 


linid., p. 6. 


eu.S. Treasury Department, Coast Guard, Headquarters 
Notice 7100, dated 1 December. 1967. 
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Sricm proj ,ect managers .+ Subhead and project managers carried 
out the execution phase of the budget. Subheads and projects 
were a carry-over from pre-Planning—Programming—Budgeting 
oystem procedures. The Operating Expense appropriation was 
divided into subheads. Subheeds were input oriented and had 
titles such as Military Pay and Allowances and Maintenance 
of Vessels. sSubheads were further divided into object classifi- 
m@avions, Officer pay, enlisted pay, Silieene allowances, etc. 
ieeeacguisition, Construction and Improvement appropriation 
was divided among various projects. One example of a project 
title used is, "Construct one tender, barge and moorings, 
Hower Mississippi." | 

A further change in management philosophy was the 
elimination of the "cost based budget" management concept and 
replacement with an "obligation based budget" management concent 
ioncewemangze was meaningful in two important asvects. The 
Maegan Manager had been concerned with costs to be attributed 
to the year, the subhead and project managers were influenced 
ByeODligtations. Since obligations during a given period and 
eoesus during the Same period can “bes very (dill cirencein snouge. 
there is little reason to expect that the operating budget 
Girected the project manager toward the goals of the program 
manager. The subhead or project manager was faced with two 
Pomvemeaningful and influential stimuli which hed had tess 


motect on the program manager. If the Subnead or project 


wr 


Ithe change here is to assignment of management respon- 
Siomerry., subhead breakdown did exist) in Bureau of the bude 
micmeoncressional Stages. 
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manager underobligated his chances for more money in the 

fememenouatet would be reduced. If he overobligated he would 
Violate the Anti-Defriciency Act.t 

The Coast Guard's programming, and budgeting process 

for fiscal year 1968 was described to show the Coast Guard's 
progress toward a Planning-Programming-Budgeting System. It 
mefewoton that the costing of programs remained a difficult 


mieocess, primarily because of the multifunctional nature of 


Coast Guard facilities. The existence of separate budget formats 


appropriation and the facility oriented Acquisition Construction 


“woamimorovement Appropriation was outlined. 


ah e e % 
St USC 665 Section (3679): ThewAcr vrovides wie 
"Violation of the Act is punishable by removal from office, 


memorocedures for the program oriented Operating Expense 
a fine of up to $5,000 and imprisonment for 2 years." 
] 





CHAPTER VI 
ISSUES AND IMPLICATIONS 


mits chapter will strive to show how the author 
considers the problems of allocating the costs of capital 
outlays among the Coast Guard's programs are related to the 


@evetooment, organization, objectives and > lanss@f Sunes eas. 


feero. oome of the problems found in the literature regarding 


the Planning-Programmins-Budgeting System will be cited and 
their vossible implications for the Coast Guard and its 
budgetary process will be discussed. Other related issues 
eaceamplications which the author considers important will 
meloenbe discussed. 

The conceptual basis of the Planning-—-Programmning- 
Pige@etine System, and its attendant tool, cost efirectiveness, 
has been shown to be economic in character. The Coast Guard's 
conceptual basis is oriented toward humanitarian service and 
the worth of individual numan lite yee ne eont 11 ctrc mmetece 
Pemeents 1s, on the surface, difficult to resolve since any 
Price assigned to human life nes be Yarbitrary. There ere ssa: 
mecempt to Gguantify for economic analysis the value of a cere 
HS Open ee question. Economic analysis of Coast Guard 
Metuavicies also runs into the need to assign a@ value to some 
of our freedoms. For example, the dollar cost of closing 


arbors and requiring all pleasure vessels to return to, or 
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e) 
remain in, port when weather conditions indicate danger would 
be slight while the potential benefit would be great. However, 
the boat owners' loss of freedom to use their vessels where 
and when they desire would be considered by many to be a sreat 


meeece tO Day. In spite of the failings, economic ehoice should 


Memmecotnized aS an approacn to problem solving. ana if that 
approach is the best available it should be used. 

jiresClOoast Guard should imct Jose Sipnt wr Viesmecmanicea 
Meeeevices Of the budget process. These realities ‘caused the 
Mepucy Comptroller of the Naa to comment that there may be 
PeOoste Gisconnect" between Programming and Budgeting. Tne 
increasing number of budget changes imposed uvon Federal 
Meeweres in recent years, some of them occurring Aree appropria- 
meoneeimave increased the difficulties facing agency budget 
eetcrvcers. The flow of budget decision information against the 
flow of program decision information is causing programmers 
and budgeteers to make adjustments in budgets and programs 
based upon superseded information. More significantly, bdudset 
personnel may be forced by time constraints to make program 
decisions without reference to vrogram managers. In view of 
mreemechanical difficulties Lt may be impossible to make ie 
system work using present day concepts. 


There are political realities that impeded the full 


iv 


The Ge 
LOS. 


Rear Admiral Eli Relém in a tecture wac 
Washington University to the students of the Navy 
* * " x ye » 
Financial Management Program, February 1, 1968. 
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adoption of the economic rationality of the Planning-Programming- 
Pweeeving® oystem. The difficulties of subjecting all resources 
meorratva~onality and the determination of rationality itself are 
melicCical problems. 

ees tires: problem was welll but nob Tully exemelit ied 
Mmmepore On the Requirements for Coast Guard Vessels. 

in evaluating the need for search and rescue 
coverage along the Pacific Coast from, say, Cape 
Pe@eon north to the Columbia River, at ment readily 
be concluded that the Coast Guard would be justified 
meeecep oying floating EGquipment away from Unis bare 
Of the coast in favor of some other region where 
Maritime traffic is heavier and distress occurs with 
meemtcer frequency. Yet it is obvious that sucn a 
Mmeverould be unacceptable. For .. . When @assisrvance 
is needed along the Oregon-California Coast, it is 
needed badly. Local maritime interests would vigorously 
protest any move to reduce Coast Guard forces. eee" 

The comment, not fully exemplified, was used because 
Memrecomnition was given to the existing Congressional interest 
that routinely becomes apparent whenever a federal facility 
is moved. 

The second problem, determination of rationality 
itself, can also be developed by reference to the preceding 


Guotation. Whose rationality should be used; those who would 


gain or those who would lose from the redevloyment? 


@envrailzation 


@entralization is a problem in 1CSsedr fae 
introduce inflexibility, excessive control and neglect of 


uncertainties in favor of detailed planning for specifics 


Tia... oe 2: 
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Souered With failure to plan for contingencies. If control 
ieommeenitrealized at a high Jevel, only those plans which are 
Pemeene clay 15, chose which will not displease superiors, will 
be introduced.* 

Piet Lexi Di lity of the Coast Guard ters comme tend 
ewemedes Nas permitted the Service to adapt to changing 
Peieeamel interests and situations. Loss of flexibility in the 
Mees Ol Coast Guard facilities will arise from Congressional, 
as well as internal, interests... Justification eed capital 
euiways based udon allocation ox costs to programs will require 
Pieress LO reveal, in specific terms, its intent for the use 
@iethe facilities acquired. The intent of Congress will place 
@eeeocraincs upon the use of those facilities. 

ipeeddition to the amount. 62 ecentra liar d oO pmom 
decision making, there is a further problem of wno will co the 
@ecrey.on making. The structuring of each systems analysis, 
Merormarion system, cost effectiveness study and program 
structure itself will be replete with assumvtions, assumptions 
which will influence the decision-maker. The number of assump- 
mae will be too large to document and therefore some wiil 
not be displayed for the manager. Wildavsky points out with 
igieaois the control that pravitates to Stabr perscnnel inves 
mollowime quotation of Charles Hitch: “Program decisions ~ 3 


PPemoceisions of the sort which can only be made by yun 


leoland N. McKean and Melvin Anshen, "Problems, 
mimieations and Risks," Prosram Budseving, ed. David ovick 
(Washineton: Government Printings Office, n.d.), 3. 233. 
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mecrevary and, therefore, the role of the Secretary and of 
toe secretary's advisors will be greater." (Emphasis supplied 
by Wildavsky).+ 

As senator Jackson said, "PPB can be used to ration- 
meeze a decision as well as to make @ rational decision."* 
The Coast Guard must decide how much latitude will be given 
memene analysts or other staff personnel in the event of further 
@eficralization. The top management of each staff and line unit 
Misveinderstand the limitations as well as the implications of 
eon Oo. the analytical tools that will be used. 


Miabi lity to direct attention to 
all- ~important CeCe ot uso 


ee en SI ES Sa 


mae present program of Capital Outlays maxes, clears. 


visible those expenditures which are investments. Tne allocation! 


of resources to current expense or investment is an important 
feenerom that Should be consciously made in our society. To 
Meieemcnis decision less visible will tend to give iv less 
mem@sraqeration and is a stimulus to managers to consider long-run 
Memerits of capital outlays too lightly. 

Because Coast Guard facilatices are mul eur pese cic 


ae ee 


“the Politics of the Budgetary Process, p. 140, 


e 
Supra, Pp. 


Roland N. McKean, “Remaining 0i1tt 7 cies 7 
Program Budgeting," ed. Stephen Enke, Defense mManeeenens 
Menelevyood Cliffs, New Jersey: Prentice Hall, ince, 19670 


me O05. 
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aeeeenment of capital outlay costs to programs must be 
meoltrary. Coupled with the arbitrary cost allocation to the 
several programs is a further series of arbitrary decisions, 
those decisions which establish a depreciation expense to each 
Mear,O! a facility's life. If depreciation accounting is not 
Serves iy Will be necessary to charge the full cost of a facility 
mena eroup of programs during the year of construction. The 
@ersecetement of a program cost resulting from such action 
feeeenot facilitate sound decision making. 

mine need for continued ViISiIbDIIITyY bY Sseparaci emo 


eapeeca! Outlays Should be kept in mind. Although the Coval 


Meee unereiore, Should be examined agifrerentiy. The pieces 
maemo capital costs and (2) operating costs." 
Differences between the decision making process for 
Capital outlays and the decision making process for operating 
expenses were shown in the discussion of the Coast Guard's 


budgetary process.< Another difference is the variation in 


accuracy that can be expected when estimating the future 


BUNS Department of Defense, A Primer one) vena 
Muagee washington: April 1967), p. 27. 











an difference not mentioned in the discussion of the 
budgetary process but worthy of consideration is that the 
Gene Guard's Acquisition, Construction and Improvement 
Peorepriation for capital outlays must be justified belore 
the Authorization Subcommittees of the House of Representatives 
mniamede Senate. The anvropriation for Operacving Exoeise 
need be justified only before the Appropriations Subcommittees. 
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utilization of several existing facilities and when estimatine 
Bae ULI1izZation of still to be acauired facilities. For 
example, Piet Ormecast Of Cile avierapemUbidl’ Zavlem rol saln ieee 
merroGl vessels for one year in order to allocate, in the 

Puaeet, the onerating expenses of those vessels might be 
mm~mercrclvuly accurate for decision making. The allocation 
peeecapital outlay costs in the budget process would require the 
Mmerecast Of the use of a particular vessel or group of vessels 
[Moremseveral years in the future. Tne validity of a decision 
made on the forecast would be open to question. An extreme 
feeompte Of this potential problem can be seen in tne ease of 
Seetiveen Datrol boats, the primary purpose of which was 
scheduled to be search and rescue. They were sent to Viet Nam 
melemily aiter construction. An allocation in the budget process 
weenie major portion of the cost of the capital outlays for 
@eose vessels would logically have been assigned to the Searen 
and Rescue program under the Planning-Programming-Budgeting 
System. It can be seen from hindsight that such an allocation 
would have been erroneous, since the Search and Rescue program 
received little benefit from the patrol boats. 

Secondly, the decision to Build or not bulldy ave or 
Syemecuner facility is often a one-time, all or nothing Gecision, 
it is not: generally useful to build less than a whole Tacility. 
memes, nowever, possible to devote any increment of overating 
cost to a particular program and, more importantly, to change 
the percentage of allocation from year to year. The decisions 


made regarding capital outlays do not appear to lend themselves 


ca AR a ge a oe 
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as readily to such changes. 

separation of capital outlay costs and operating 
expenses 1S important for anoOUner Veasici. xis vine aca la vies 
meemwover ape, obsolete, and approaching a ROnGeen Vier 
Will make tnem dangerous to operate. The need for moderniza- 
Mom Mas been documented. A question asked by Senator HEdaward 
Rennedy in regard to the Coast Guard's transfer to the Depart- 
ment of Transportation can also be asked when CONS t¢@er i= cmc 
mawommene Of facility construction cost to programs. Hevasked, 
"In view of the Coast Guard's current modernization programs, 
will the rate of modernization and equipment replacement be 


impeded by being transferred to a Department of Transportation? "+ 


immehar OGuestion we can substitute allocation cf ‘capital ouulay 
costs and have the question: In view of the Coast Guard's 
current modernization programs, will the rate of modernization 
and equipment replacement be impveded by allocation of capital 
outlay costs to programs? This query must be answered by the 
Meas, Guard. If the answer is yes, the cost of such an 


impediment must be considered. 


Mmaeritvestment in facilities 

The program manager will find the immedtave Cosuss°! 
Seeracving expense, i.e., nat Tenentee and (ers one mrcoawee 
proportionately less than the cost of capital outlays. Too, 


meunds tor operating expense will be easier to JUST y Sanee 


a er 


Senate Committee on Government Operations, Op. cil., 


on aie 
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a base does exist. The program manager will therefore attempt 
to avoid requests for large increases needed for capital outlays. 
Tne foregone capital outlays may, in the long run, be more 


eestly. 


Bossible confusion 

Hecre is great importamee in the budset ciea base wean 
e@emne which does not require copious justification. The 
absence of a base not only makes the calculation of what a 
meeerom Should get difficult for Congress, but also increases 
greatly the budgeting workload and uncertainty that cenit ronts 
Pie azency budget personnel.? Programs which do have a 


Mesc Will therefore be hainpered by adding an amount for capital 


meoeran dollar amounts as the needs for capital outlays vary 
Seeeectstort, and may destroy, the base figure. The comoinavion 
eeemaieannual appropriation which has a base and a no=year 
@epropriation which does not have a base will introduce an 
element of confuSion. 

meters cato in his article “Posivive Convrel Overs ecer 
Mmependitures'" discusses the loss of Congressional and agency 
management control of expenditures due to the confusion caused 
peeeconsoOlication of operating Ssgnannees and capital outlays 


in the same program.* He urges the segregation of military 





iwildavsky, Politics of the Budretarv Process, p. 17. 


“The Federal Accountant (Washinton 2.0 Oy assed 
1964), pp. 112-126. a 


——— 


Bavlays which does not have a base. Variation of the resulting 
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costs into two categories; operating expense and non-operatins 
expense. The non-operating expense category would include 
capital expenditures and costs under Cato's definition. The 
purpose of such segregation would be to purify operating costs 
and to develop improved management control and an incentive 
[Mereecost reduction. The applicability of Cato's arguments to 
Me@emwcOast Guard's problems of allocating capital outlay costs 


should be considered. 


Maeotlity to direct attention to 


rm rn ce er ee oe 


all-important interdependenciest 

The interdependence of many programs is obvious. A 
Peete or iLncrease in efiort,.in the Merchanv Marine. sareg, 
program or the Aids to Navigation program should cause an 
Sie ceuying, though difficult CO Measure. eae see eee em oder 
meepryreca in the Search and Rescue effort. Another imponderadble 
is the measurement of Search and Rescue workload change. Deter- 
fiemacion of the workload that would exist if there were no 
meeiticaies to ado the work or if the Coast Guard assessed charges 
[PererOoving or rescue and search Ci.Or ve S aden! euler amine 
escertvain. 

Another subsidiary problem Toe the Gililrteuliy ror 
determining how much Military Readiness contributes to all of 
the other programs. The speed of a ship justified for military 
reedqiness is used when performing Search and Rescue or law 


enforcement duties and when proceeding to Ocean Station duties. 


ieKean, Ob. Cit... “Demicce 


ae See ee ee 
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All programs benefit from the military posture of the Service 
not only from the lowered cost of labor and the ability to move 
the labor force from place to place to meet shifting needs, but 
also from the military posture itself. ~Most law enforcement 
agencies find a military posture necessary for efficient 
@peration. 
Peetievlties in determining 
Seeloctiveness 

The difficulties inherent in determining the indepen- 
deneies and trade-offs just discussed apply to both costs 
and effectiveness. However, it is generally acknowledged in 
the literature on cost effectiveness that costs are easier 
tO measure than effectiveness.? Hor the Coast. Guard the 
Mmeaourement of effectiveness is particularly difficult. A 
mame ly Simple activity, the International Pee Parrol, can 
De Used to demonstrate the difficulty. As shown in tne history 
there have been no ships sunk in the patrol area while tne 
mameoieyias operating. It would not be correct to say that tne 
Meareol has prevented, in each .year of operation, the Sinking 
oe a TITANIC or even the Sinking of a number of ships equal To 
the average for pre-patrol years. Shinving tonnage has 
increased during the intervening years. On the other side 
of the scale radar has been develoved and ship to shibd communi- 
Beorons have been improved. What then is the effectiveness or 


the ice patrol in quantifiable terms? How much would the 





A * e e a 
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effectiveness decrease if the patrol season were reduced by 
ene-tnird or if ships ceased to make the patrols? Effectiveness 
imaemany other Coast Guard activities is extremely more difficult 
Po measure. 

Also causing difficulty in measuring effectiveness is 
the Coast Guard's tendency to cooperate with other agencies. 

en ia) ee eae 

fiemablocation of the cost of capital outlays to programs of 
Gthner agencies and to emergine and changing national interests 
@eceatitcult. Ihe costs should under the concepts of Planning= 
Programming—Budgeting, be balanced against benefits. There is 
a synergistic quality associated with multifunctional facilities; 
mtemecest Of total benefits are less than the sum of the costs 
oieancivyidual benefits. The determination. of Ghemeosts to be 
Mimgocatved 1S difficult. If 2 Coast Guard aircraty Wome enot 
meetaple to transport, for example, personnel of tne Alcohol 
meee, the Internal Revenue Service might procure the trans= 
oomerebion in cither of two ways; purchase and operate its Own 
Peete Or Charter aircraft as needed. Snouldy vae Coast Guaid 
then assign the cost of an Internal Revenue aircraft as an 
eset asainst its own aircraft procurement cost, or should the 
@irsert be the cost of an Internal Revenue Service plane plus 
meeenane Of a crew, or should the ofiset be the Charter coc. 
of an aircraft for the forecasted hours to be flown with 
Internal Revenue Service personnel aboard? 

Mae benefits of cooperating Wich OUNer seceleteowar- 
Sometimes unexpected. The Planning-Programming-Budgeting systen 


Pameerend to stifle tne Coast Guard's wWillinenessy wo. ascise 
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Ciiewemateneies. The programming of the construction cost of 
mm@eowourver BEAR to a particular program would Nave influenced 
Mme woervice to not carry reindeer to Alaska in Support or the 
meer vyioies of the Federal agent for education. Not having had 
the reindeer available might have caused the deaths of 273 
Mmeerers at Point Barrow. Furthermore, under the Planning-— 
meeeramning—Budageting System, Should not the benefiting agency 
Mmemeourse Che Service for the transportation? It is unlikely 
iaeebne budget of the Pederal agent for education had funds 
Mmemecransporting food to the Eskimos. The question of how 


much Should have been charged remains academic. 


feduiced Tiexibility 
Mine actof allocating tne ®¢ose O11 acl ve ae 


"tl Reguced flexi- 


mmeoerams implies some loss of flexibility. 
Dalijty was discussed in connection with the problem of 
Pemorelization. Further reduction of flexibility wail result 
from having made the allocation. Five-year program levels 

Pies approved by top management; therefore the programs ete CL 
Mecisions made by management and are Noten. y plans smiacde sey 

has staff. The five year program "is the primary system around 
which other planning and control devices must revolve and 1s the 
nucleus for the whole formal management process ."© Because tne 


five year programs are dominant, changes either from tne reaimn 


a ; - 
Mencanasroc., Cit... 0 nie 


U.S. Department of Defense, A Primer on Project 
eee OD. -). 
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Seeolanning or budgeting must be SURUCEUMCOMinererms Of Inpucs. 
Srepues, and five year costs. A conscious decision to change 
or revise will be Nearer The program manager who has paid 
feewcOst Of developing and constructing a large (or small) 
Mmrellity Will strive to protect his investment. Those who have 
peproved the construction based upon a particular program, or 
Peogram array, will also strive to prevent change due to a 


peeroe Of authorship. 


Organization structure 

Tne Planning-Propgramming-Budgetineg system recognizes 
that "the ultimate user should have freedom to choose among 
Pebpemiaci ves and, hence, to economize. .. . Applying that 
Meee aple means that funds should be allocated inatially to 


nl 


aeerectors Of final programs. Application Ofeenis Pitumecrpwe 


moethe Coast Guard will cause a Shift in power. The power of 
Meee purse will reside in the program manager rather toan in 
/miteweamenecad or project manager. such a shift in power> tine 


Mmemrerecaniee that the shift will facey and tne cost olf sucn 2 


shift, should be considered. 


Uniqueness 
ine duty of rendering “aid Co mariners sii dicurc.. 
| meameorcularly complicates the problem of classifying Coast 


Ptierad activities and therefore of assizning Capital costs of 


ee ed 
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foemmvies. Tne divergence of the concepts of military 
service and the concepts of humanitarian service is wide. 
tiere 1S no parallel for such an agency. This unique 
Siemeecteristic is exemplified by the following: 
ite ioniOovewortny °°. 2. that. the United Staces 
is unique among tne nations of the world in developing 
amilitary Sservice--the Coast Guard--whose reason 
Meomemvedie 1S basically humanitarian, concerning ttiselt 
mempoecace time With services to the citizen, colleevtively 
paemmerarividually, in a broad seope of functions . 7 
mires DrOada Spectrum of missions has been fradually 
Seeroncd to the Coast Guard, Subordinated to one major 
theme: the importance and worth of the individual 
human life.1 
merauweness can be a source of pride, but it may limit the 


Beopplicability of any example set by another agency. 


Relevant costs 
weosts shown in the budget are not necess 2 11, 


"€ The Coast Guard's existing facilities 


memevalt costs. 
perepe any but the most arbitrary of dollar valuations. To 
meen dollar valuations to existing facilities and allocate 
depreciation expense for the existing facilities would be 
| necessary if such allocation is made of proposed facilities 
ana decisions are to be made upon cost. 
Maeever-present problem vol comparing personnel costs 


Veeemecapital costs also arises in this category. On: 2p oacd 


scale of national concern is the valuation of all military 


ed 


Lae Treasury Department, Coast Guard, United States 
Seectouaerd Objectives, Pp. 3 Aes Be 


Mekean,;, Oo. clus, Ooi 
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personnel costs.? 


The existence of the draft permits the 

Sees) GUard, indirectly, to acquire labor at a very low price. 
imu tecien proper to use military pay in comodarison to the 

cost of capital outlays when embarking upon a cost-effectiveness 
Soucy ? 

Merurther inequity deve lons when military perconnc! 
eeewrequired to labor beyond the standard work day or while 
undergoing hardship. A ready example can be found in the 
mem@orcaeravion of automating an isolated station. The cost of 
Maeecapltcal outlay can be fixed. The cost of military pay for 
meewcrew can also be fixed. However, the amount of work, the 
meueer, or hours of labor, is not considered. The crew may word 
poeeO, 50, 80, or 120 hours per week. The cost of labor, 
however, remains the same. If the Coast Guard does not develop 
a standard work week for cost-effectiveness studies and subse- 
meme tinancial reports the possibility exists that the cost- 
effectiveness studies will cause the by-passing of capital 
investments that should be made while unknowingly spending 


human resources to balance the bill. 


ConclusiTens 


a] 


The Coast Guard's character and concent of operation 
Ppeeweohroughout its history, been that of flexible Service; apie 


Gommeet changing national needs and interests. The allocation 


——_ 


Harry J. Gilman takes notice of this in “HMilitary 
Manpower Utilization," Defense Management, Stephen emxe, ec. 


(Englewood Cliffs, ‘lew Jersey: Prentice Hall, Inec., 1967), 
pp. 246-265. 





. a 
of capital outlays to the Coast Guard programs could reduce 
Viet texibility and would tend to cause a change in the 
organization structure. ING ViSloLP Gy Or one =“Meedat or capital 
Ooutleys would be lessened if the costs were allocated to 
Mmeeerans. Because of the multifunctional nature of facilities, 
Pew Validity of capital cost allocation and the cost-effective- 
Mess analysis based upon such allocation would be open to 
question. 

tire research’ for this Study Nas Siow plat) Cmew oa. 
Mmuerd tas benefited from its use of the Planning—=Propramming— 
Budgeting System. The increased emphasis at Coast Guard Head- 
Peeve rs On forward planning, consideration of alvernative uses 
mumecsources CO reach mulUtinie objectives, and consideration 
meeimareinal costs and benefits can be included in the benefits 
received. Additional benefits may be obtained from judicious 
Memeereaoion of the system and its Goncepts to other parts “or 
the Coast Guard organization and management. However, the 
Coast Guard should recognize the problems that arise when 
allocating the costs Of Capltalmoutdays.. tne weenc rane cole mm. 
associated with full implementation of the Planning-Programming- 
Budgeting System, and the affect that the SoOluUtClOnS 2oO (taoce 
mroblems will have upon its character and ability to respond 
to future. responsibilities. The problems are not unique to 
the Coast Guard, but the degree of difficulty may be. The 
teoolems should be considered costs against Whiach lO measur i 


benefits expected from the system. The incremental approach to 





oe 


femermnimaineg the cost-benefit ratio may indicate that less than 


| 
full adoption of tne Planning-Programming—Budgeting System 
fem ndicated. 
! 
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